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AMERICAN  ECONOMIC  ASSOC  I  A  TION. 


The  American  Economic  Association  is  an  organiza- 
tion composed  mainly  of  persons  interested  in  the  stndy 
of  political  economy  or  the  economic  phases  of  political 
and  social  questions.  As  may  be  seen  by  examining  the 
list  of  members  and  snbscribers  printed  elsewhere  in 
this  Hand-Book,  all  universities  and  most  prominent  col- 
leges in  the  country  are  represented  in  the  Association 
by  their  teachers  of  political  economy  and  related 
subjects.  A  large  number  of  members  also  are  drawn 
from  those  interested  as  business  men,  journalists,  lawyers 
or  politicians,  in  the  theories  of  political  economy  or, 
more  often,  in  their  applications  to  social  life.  There 
are  also  about  one  hundred  subscribers,  nearly  all  being 
large  libraries. 

The  geographical  distribution  of  its  members  and 
subscribers  is  indicated  by  the  following  list  of  states 
having  more  than  ten  of  these  in  the  Association  March 
1,1897: 

Number  \  Number 

States.  of        \  States.  of 

members  ■  members 

Connecticut 19 

Michigan 19 

Indiana 14 

Missouri 14 

Iowa 13 

New  Jersey 11 

Wisconsin 11 

Total 540 


New  York 148 

Massachusetts 89 

Pennsylvania 60 

Illinois       37 

Ohio 32 

District  of  Columbia 27 

Maryland 25 

California 21 
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Rather  more  than  one-half  of  the  members  or  sub- 
scribers are  k^cated  in  some  one  of  the  twenty-eight 
cities  of  the  country  each  of  which  in  1890  had  over 
one  hundred  thousand  inhabitants  and  all  of  which  to- 
gether included  not  quite  one-sixth  of  the  population  of 
the  countrv.  An  undetermined  number  of  the  remain- 
der live  in  the  vicinity  of  these  large  cities.  The  fol- 
lowing list  includes  all  cities  in  which  there  were  over 
ten  members  or  subscribers,  March  i,  1897: 


New  York 93 

Pliiladelpliia  .           43 

Bosloii 35 

Washington 27 


Baltimore  .  23 

Chicago 18 

Brooklyn 11 

Buffalo 10 

260 


The  annual  meetings  of  the  Association  bring  together 
for  professional  and  social  intercourse  many  teachers 
and  public  men.  The  last  meeting  was  made  note- 
worthy by  the  union  of  the  American  Historical  Asso- 
ciation and  the  American  Economic  Association  in  joint 
sessions  and  in  less  formal  gatherings.  It  is  hoped  that 
this  custom  in  force  at  the  first  two  meetings  of  the 
Economic  Association  in  1885  and  1887,  may  be  con- 
tinued another  year.  These  annual  meetings  contribute 
not  a  little  to  create  and  cement  acquaintanceship  and 
friendship  between  teachers  of  economics  and  cognate 
subjects  in  different  institutions,  and  so  to  counteract  any 
tendency  to  particularism  which  the  geographical  separa- 
tion and  the  diverse  traditions  of  American  colleges 
might  be  deemed  to  foster. 

The  As.sociation  publishes  one  series  bi-monthly  and 
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another  at  irret^ular  intervals,  only  the  former  being 
handled  by  the  Post  Office  anthorities  at  second-class 
rates  of  postage.  The  bi-monthly  Studies  are  designed 
to  be  somewhat  more  popular  in  character  than  the 
Monographs  and  usually  are  much  briefer.  The  issue 
of  the  ^Monographs  is  dependent  upon  the  presentation 
of  suitable  manuscript  and  the  condition  of  the  treasury, 
but  enough  material  is  and  will  be  published  in  that 
manner  fully  to  justify  the  additional  price  of  subscrip- 
tion for  all  the  publications  over  that  for  the  Studies 
alone.  With  the  appearance  in  December,  1897,  of  the 
last  Monograph,  a  pamphlet  of  four  hundred  pages  on 
the  Cotton  Industry,  a  new  series  was  begun,  no  longer 
divided  into  volumes  or  paged  consecutively,  but  each 
paged  and  indexed  by  itself. 

The  officers  of  the  Economic  Association  and  the  con- 
tributors to  its  publications  receive  no  pay  for  their 
services,  and  thus  the  entire  receipts  of  the  Association 
are  expended  in  printing  and  circulating  its  publications 
and  in  the  slight  exj^enses  attendant  upon  the  annual 
meetings.  Thus  any  member  may  regard  his  annual 
dues  either  as  a  subscription  to  an  economic  publication, 
a  payment  for  membership  in  a  scientific  association,  or 
a  contribution  to  a  publication  fund  for  aiding  in  the 
publication  of  manuscript  that  might  not  be  accepted 
by  a  publishing  house  governed  primarily  by  motives 
of  profit,  and  that  often  could  not  be  published  by  the 
writer  without  his  incurring  too  heavy  a  burden  of 
expense. 


CONS  TITUTION. 


ARTICLE  I. 

Name. 


This  Society  shall  be  known  as  the  American  Eco- 
nomic Association, 

ARTICLE  II. 

Objects. 

1.  The  encouragement  of  economic  research,  espe- 
cially the  historical  and  statistical  study  of  the  actual 
conditions  of  industrial  life. 

2.  The  publication  of  economic  monographs. 

3.  The  encouragement  of  perfect  freedom  of  economic 
discussion.  The  Association,  as  such,  will  take  no  par- 
tisan attitude,  nor  will  it  commit  its  members  to  any 
position  on  practical  economic  questions. 

4.  The  establishment  of  a  bureau  of  information  de- 
signed to  aid  members  in  their  economic  studies. 

ARTICLE  III. 

Membership. 

Any  person  may  become  a  member  of  this  Association 
by  paying  three  dollars,  and  after  the  first  year  may  con- 
tinue a  member  by  paying  an  annual  fee  of  three  dollars. 


Constitution.  ii 

On  payment  of  fifty  dollars  any  person  may  become  a 
life  member,  exempt  from  annual  dues/ 

ARTICLE  IV. 

Honorary  Members. 

The  Council  may  elect  foreign  economists  of  distinc- 
tion, not  exceeding-  twenty-five  in  number,  honorary 
members  of  the  Association.  Each  honorary  member 
shall  be  entitled  to  receive  all  reports  and  publications 
of  the  Association. 

ARTICLE  V. 

Officers. 

The  officers  of  the  society  shall  consist  of  a  President, 
three  Vice-Presidents,  a  Secretary,  a  Treasurer,  a  Publi- 
cation Committee  and  a  Council. 

ARTICLE  VI. 

Council. 

1.  The  Council  shall  consist  of  an  indefinite  number 
of  members  of  the  society,  chosen,  with  the  exception  of 
the  original  members,  for  three  years.  It  shall  have 
power  to  fill  all  vacancies  in  its  membership,  and  may 
add  to  its  number. 

2.  It  shall  elect  the  President,  Vice-Presidents,  Sec- 
retary, and  Treasurer,  which  officers,  with  the  Chairman 
of  the  Publication  Committee,  shall  constitute  an  Execu- 

^NoTE. — Each  member  receives  all  reports  and  publications  of  the 
Association. 
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tive  Coniinittee  with  such  power  as  the  Council  may 
entrust  to  it, 

3.  The  Council  shall  organize  itself  into  a  number 
of  standing  committees  upon  the  various  lines  of  research 
undertaken.  These  committees  shall  prepare  reports 
from  time  to  time  upon  such  subjects  relating  to  their 
respecti\-e  departments  as  they  may  select,  or  as  may  be 
referred  to  them  by  the  Council.  These  reports  shall  be 
presented  to  the  Council  at  its  regular  or  special  meet- 
ings and  be  open  to  discussion.  i\.ll  papers  offered  to 
the  society  shall  be  referred  to  the  appropriate  commit- 
tees before  being  read  in  the  Council. 

4.  The  Council  shall  have  charge  of  the  general  in- 
terests of  the  society,  and  shall  have  power  to  call  meet- 
ings and  determine  what  reports,  papers,  or  discussions 
are  to  be  printed,  and  may  adopt  any  rules  or  regulations 
for  the  conduct  of  its  business  not  inconsistent  with  this 
constitution. 

5.  The  Council  shall  elect  a  Committee  on  Publi- 
tions,  which  shall  consist  of  six  members,  so  classed 
that  after  the  first  election  the  term  of  two  members 
shall  expire  each  year.  This  committee  shall  have 
charge  of  and  responsibility  for  the  scientific  publica- 
tions of  the  Association. 

ARTICLE  VII. 

Amendments. 

Amendments,  after  having  been  approved  by  a  major- 
ity of  the  Council,  may  be  adopted  by  a  majority  vote  of 
the  members  present  at  any  regular  meeting  of  the 
Association. 


BY-LAIVS. 


1.  The  President  of  tlie  Association,  who  shall  be 
ex-officio  a  member  of  the  Council,  shall  preside  at  all 
meetings  of  the  Council  and  Association,  and  perform 
such  other  duties  as  may  be  assigned  to  him  by  the 
Council.  In  case  of  inability  to  peforni  his  duties,  they 
shall  devolve  upon  the  Vice-Presidents  in  the  order  of 
their  election,  upon  the  Secretary  and  Treasurer,  and 
upon  the  Chairmen  of  the  Standing  Committees,  in  the 
order  in  which  the  committees  are  mentioned  in  the  list. 

2.  The  Secretary  shall  keep  the  records  of  the  Asso- 
ciation, and  perform  such  other  duties  as  the  Council 
may  assign  to  him. 

3.  The  Treasurer  shall  receive  and  have  the  custody 
of  the  funds  of  the  Association,  subject  to  the  rules  of 
the  Council. 

4.  The  following  Standing  Committees  shall  be  or- 
ganized : 

(i).  On  Labor. 

(2).  On  Transportation. 

(3).  On  Trade. 

(4).   On  Public  Finance. 

(5).  On  Industrial  and  Technical  Education. 

(6).  On  Exchange. 

(7).  On  General  Questions  of  Economic  Theory. 

(8).  On  Statistics. 

(9).  On  Teaching  Political  Economy. 
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The  Executive  Coininittee  may  appoint  such  special 
coinniittees  as  it  may  deem  best. 

5.  At  any  meeting  called  by  the  general  summons  of 
the  President,  five  members  shall  constitute  a  quorum. 

6.  Papers  offered  for  the  consideration  of  the  Council 
shall  be  referred  by  the  Secretary,  each  to  its  appropriate 
committee. 

7.  In  order  to  encourage  economic  research,  the 
Association  proposes  to  render  pecuniary  assistance  in 
the  prosecution  of  the  same,  and  to  offer  prizes  for  the 
best  monographs  upon  selected  topics.  It  stands  ready 
to  accept  and  administer  any  fund  placed  at  its  disposal 
for  either  purpose. 

8.  The  Executive  Committee  shall  have  power  at 
any  time  to  add  new  members  to  the  Council. 

9.  The  Executive  Committee  shall  assign  all  mem- 
bers of  the  Council  to  one  of  the  Standing  Committees, 
and  shall  appoint  the  Chairmen  of  the  Committees. 

10.  It  shall  be  the  duty  of  the  Chairmen  of  the  re- 
s]3ective  Committees  to  organize  and  direct  the  work  of 
the  same,  under  the  general  control  of  the  Council. 
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The  Tenth  Annual  Meeting  of  the  American  Eco- 
nomic Association  was  held  in  Cleveland,  Wednesday, 
Thursday  and  Friday  December  29-31,  1897.  The 
American  Historical  Association  met  on  Tuesday, 
Wednesday  and  Thursday  of  the  same  week  in  the  same 
city.  With  it  two  joint  sessions  were  held,  the  program 
for  the  second  being  arranged  by  the  Economic  Associa- 
tion. The  various  social  entertainments  of  the  week 
also  were  enjoyed  by  the  members  of  both  associations. 

On  Tuesday  evening  a  reception  was  given  by  ]Mr. 
James  H.  Wade  ;  Wednesday  noon  the  two  associations 
participated  in  a  lunch  at  the  Stillman  House,  and  in 
the  afternoon  they  were  entertained  at  a  tea  by  j\Ir.  and 
Mrs.  Harry  A.  Garfield.  Thursday's  sessions  were  held 
in  the  Hatch  library  of  Adelbert  College,  and  a  lunch 
was  hospitably  provided  the  associations  in  the  college 
chapel.  On  Thursday  evening  the  association  was 
agreeably  entertained  by  ]\Ir.  and  T».Irs.   Samuel  Mather. 

The  program  of  the  meeting  suffered  from  the  un- 
expected and  regrettable  absence  of  Secretary  Gage,  due 
to  the  unforeseen  pressure  of  his  official  duties  m 
Washington,  but  with  that  exception  it  was  carried  out 
substantially  as  planned. 

The  subjects  and  the  names  of  those  participating 
with  papers  or  by  discussion,  follow  : 
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PROGRAM, 

Wednesday,  December  29. 

Morning  Session,  10.30  a.  in. 

I.  Address   of   welcome,    by   the    First   Vice    President,    presiding, 
Professor  Franklin  H.  Giddings,  Columbia  University. 
II.   Discussion  :  The  Labor  Bureau    Investigation   of  the   Municipal 
Distribution  of  Water,  Gas  and  Electric  Light. 
By    Hon.    Carroll    D.    Wright,    Washington,    Elroy    M. 
Avery,   LL.D.,  Cleveland,   Professor  John  H.   Gray,   North- 
western University,  and  Mr.  L.  E.  Holden,  Cleveland. 

Evening  Session,  8  p.  in. 

JOINT  session  with  THE  AMERICAN  HISTORICAL  ASSOCIATION 
and  UNDER  THEIR  MANAGEMENT. 


Thursday,  December  30. 
Mof-niyig  Session,  10  a.  tn. 

JOINT  SESSION  WITH  THE  AMERICAN  HISTORICAL  ASSOCIATION. 

I.   Rate  Making  and  Taxation,   their   Resemblance  and  Difference. 
Paper  by  Professor  Arthur  T.  Hadley,  Yale  University. 
Discussion  participated  in  by  Dr.  Victor  Rosewater,   ]Mr. 
H.  T.  Newcomb,  Professors  F.  W.  Taussig,  T.  N.  Carver, 
and  A.  T.  Hadley. 
II.  Discussion  :  The  Relation  of  the  Teaching  of  Economic  History, 
to  the  Teaching  of  Political  Econony. 
Led  by  PROFESSORS  Henry  B.  Gardner,  Brown   University, 
Henry  R.  Seager,  University  of  Pennsylvania,  and   George 
W.   Knight,   Ohio  State    University ;    followed   by    Dr.  James 
Schouler,  Professors  J.  M.  Vincent,  F.  J.  Turner,  and  W. 
A.  Scott. 

Afternoon  Sessiott,  j  p.  in. 

I.   Some  Results  of  an  Inquiry  on  Taxation  in  Massachusetts.     Pro- 
fessor F.  W.  Taussig,  Harvard  University. 
II.  Discussion:  Methods  of  Teaching  Economics. 

Led  by  Professors  Arthur  T.  Hadley,  Yale  University, 
Richmond  Mayo-Smith,  Cohuubia  University,  and  F.  M. 
Taylor,  University  of  Michigan  ;  followed  by  Professors  F. 
W.  Taussig  and  F.  C.  Clark. 
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Friday,  December  31. 
Morning  Session,  10  a.  m. 

I.   Discussion  :  The  Problem  of  llie  Reform  of  the  Currency. 

Led  by  Professor  F.  W.  Taussig,  Harvard  University,  and 
Horace  White,  New  York  City ;  followed  by  Gen.  A.  J.  War- 
ner, Mr.  White,  Dr.  R.  M.  Breckenridge,  and  Mr.  A.  R. 
FOOTE. 

COUNCIL    MEETINGS. 

A  meeting  of  the  Council  wa.s  held  at  the  Stillman 
House,  December  29,  1897,  with  Vice-President  Franklin 
H.  Giddings  in  the  chair.  The  report  of  the  Secretary 
was  presented  as  follows  and  ordered  placed  on  file  : 

REPORT   OF   THE    SECRETARY. 

The  Report  of  the  Secretary  is  supposed  to  present  a 
summary  of  the  work  of  the  Association  for  the  year. 
Interpreting  its  scope  in  this  way,  I  have  decided  to  in- 
clude not  merely  a  presentation  of  the  general  work  of 
the  Secretary  and  of  the  Executive  Committee,  but  also 
a  statement  of  such  official  action  of  the  President  as  has 
been  taken  through  the  Secretary's  office.  In  this  man- 
ner the  report  aims  to  include  all  such  important  action 
of  the  Association  during  the  year  as  is  not  included  in 
the  reports  of  the  Treasurer  and  of  the  Publication  Com- 
mittee. 

The  only  important  action  of  the  President  known  to 
the  Secretary  has  been  taken  in  connection  with  the 
death  of  our  honored  first  President,  Francis  Amasa 
Walker.  A  telegraphic  invitation  to  send  a  delegation 
of  three  members  to  attend  the  funeral  services  was 
received  by  the  Secretary  and  transmitted  by  him  to 
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President  Adams,  who  appointed  through  the  Secretary 
three  representatives  and  alternates.  In  reply  to  the 
formal  invitation  a  letter  of  thanks  for  being  given  the 
opportunity  to  testify  our  regret  through  personal  repre- 
sentatives was  also  sent  by  the  Secretary  to  the  Faculty 
of  the  Massachusetts  Institute  of  Technology.  In  Sep- 
tember the  Association  was  invited  to  send  ten  delegates 
to  attend  the  memorial  exercises  held  in  Boston  by  the 
Faculty  and  Trustees.  As  our  President  was  then  in 
Europe,  the  Vice-President,  Professor  Giddings,  named 
the  delegates,  and  five  representatives  were  present  on 
that  occasion.  The  Secretary  requests  the  Council  to 
consider  whether  it  desires  to  take  any  formal  action  re- 
garding this  loss  we  have  sustained,  and  also  to  instruct 
him  whether  the  names  of  deceased  officers  or  members 
should  be  removed  from  the  published  roll. 

Since  the  last  meeting  of  the  Council  the  Executive 
Committee  has  transacted  certain  business  by  corre- 
spondence and  has  held  one  meeting. 

The  Council's  instructions  to  the  Executive  Commit- 
tee to  draft  and  send  a  resolution  of  congratulation  to 
Mr.  Spencer  on  the  completion  of  his  System  of  Syn- 
thetic Philosophy'  were  substantially  complied  with  by 
the  following  correspondence  : 

Ithaca,  New  York,  U.  vS.  A.,  \ 
February  12,  1897.         / 
Herbert  Spencer,  Eso  , 

64  Avenue  Road., 

Regent' s  Parti,  London  : 
Sir  : — At  a  meeting  of  the  Council  of  tlie  American  Economic  Asso- 
ciation  held  in  McCoy   Hall,  Johns  Hopkins  University,  Baltimore, 
Maryland,  December  30,  1896,  it  was  voLed 
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"That  the  Executive  Co.nmittee  of  the  Association  send  a  resolu- 
tion of  con^ratu  ation  to  Mr.  Herbert  Spencer  on  tlie  completion  of 
his  System  of  Synthetic  Philosophy." 

The  Coinmitlee  feel  that  a  more  elaborate  expression  of  interest 
could  add  nothing  to  what  is  expressed  in  the  vote  and,  therefore, 
have  instructed  me  to  transmit  this  copy  as  evidence  of  the  interest 
with  which  American  economists  welcome  the  completion  of  the  work 
to  which  your  life  has  been  devoted. 

For  the  Committee, 

W.  F.  WiLLCOx,  Secretaiy. 

64  AvKNUK  Road, 
Regent's  Park,  N.  W., 

February  23,  1897. 
Dear  Sir  : — 

Please  convey  my  thanks  to  the  Executive  Committee  of  the  Amer- 
ican Economic  Association  for  the  expression  of  their  congratulations. 
Sympathy  is  always  pleasant,  and  sympathy  coming  from  afar  espe- 
cially pleasant,  and  it  is  addiLionally  gratifying,  when  it  comes  to  an 
invalid  who  has  to  spend  tlie  greater  part  of  his  time  indoors.  My 
present  state,  which  is  a  very  low  one,  must  be  my  excuse  for  the 
brevity  of  this  acknowledgement. 

Faithfully  \'ours, 

Herbert  Spencer. 

The  Council's  recommendation  at  its  last  meeting^ 
"that  the  Executive  Committee  consider  the  practica- 
bility of  so  arranging  the  business  of  the  Association 
that  the  membership  year  and  the  pul^lication  year  coin- 
cide," was  brought  up  at  the  next  meeting  of  the  Com- 
mittee and,  after  debate,  it  was  decided  to  recommend  no 
action. 

Under  the  Council's  authorization  at  the  same  meet- 
ing^ the  Executive  Committee  appropriated  "  $700,  or  so 
much  thereof  as  may  be  necessary,"  to  carry  on  the  busi- 
ness of  the  Association  for  the  ensuing  year.     It  also  de- 

^  Hand-Book  for  1897,  44. 
'  Hand-Book  for  1897,  44. 


46  Atnerican  Economic  Association  Hand-Book. 

cided  to  hold  the  Annual  Meeting  at  Cleveland,  Decem- 
ber 29-31,  1897. 

In  addition  to  the  preceding  decisions  reached  as 
results  of  specific  requests  or  grants  of  authority  from 
the  Council,  the  Executive  Committee  in  the  perform- 
ance of  its  ordinary  duties  has  reached  three  decisions 
important  enough  to  be  included  in  this  report. 

It  has  voted  that  the  printer  for  the  Association 
may  sell  through  the  Secretary  to  the  author  at  cost 
copies  of  the  author's  contribution  to  the  Association's 
publications  additional  to  those  ordered  by  the  Publica- 
tion Committee  for  the  Association.  It  is  believed  that 
this  privilege  to  contributors  will  not  be  abused  in  such 
a  way  as  seriously  to  decrease  the  sales  of  our  publica- 
tions, and  that  any  financial  injury  the  Association  may 
suffer  in  this  respect  will  be  more  than  compensated  by 
the  greater  readiness  of  writers  to  submit  manuscript 
when  this  privilege  is  accorded  them. 

The  Executive  Committee  has  also  voted  to  leave  in 
the  hands  of  the  Acting  President  the  arrangement  of 
the  program  for  the  Annual  Meeting.  If  this  precedent 
is  followed  in  the  future,  it  will  much  relieve  the  Secre- 
tary's office,  and  in  his  opinion  will  be  beneficial  to  the 
general  work  of  the  Association. 

At  its  last  meeting  the  Executive  Committee  recom- 
mended that  the  Monographs  be  no  longer  divided  into 
volumes  for  binding,  but  numbered  successively  and 
paged  separately.  Action  in  substantial  conformity  with 
this  recommendation  has  been  taken,  I  believe,  by  the 
Publication  Committee. 
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The  most  important  business  event  in  the  Secretary's 
office  during  the  past  year  has  been  the  transfer  of  sub- 
stantially all  the  Association's  stock  of  publications  from 
Ithaca  to  the  warehouse  of  The  Macmillan  Co.  in  New 
York.  These  pamphlets  had  been  stored  in  the  base- 
ment of  a  university  building-  at  Ithaca  and  the  room 
was  needed  for  university  purposes.  Some  removal  was 
necessary,  and  as  it  seemed  probable  that  the  arrange- 
ment with  The  ^Macmillan  Co.  would  be  more  perma- 
nent than  the  present  location  of  the  Secretary's  office, 
and  as  nearly  all  copies  of  the  recent  issues  of  the  Asso- 
ciation's publications  were  in  the  hands  of  that  house,  it 
seemed  best  to  ship  all  our  stock  to  them.  In  connec- 
tion with  this  change  a  careful  inventory  of  our  stock 
was  taken.  Thirty-one  boxes  were  opened,  rearranged, 
packed  and  shipped.  According  to  our  inventory  the 
Association  has  now  in  the  hands  of  The  Macmillan  Co. 
publications  which,  at  their  selling  price  after  deducting 
discounts,  are  estimated  to  be  worth  ^16,000. 

During  the  past  year  the  Association  has  spent  no 
money  directly  for  advertising.  It  has  exchanged  adver- 
tisements with  certain  journals  of  a  character  similar  to 
that  of  its  own  publications,  and  under  its  contract  with 
The  Macmillan  Co.  "  they  agree  to  advertise  its  publica- 
tions in  their  own  catalogues  and  circulars  but  without 
general  advertising."  By  an  oversight  of  the  company, 
no  mention  of  the  Association's  publications  was  made 
either  in  the  Trade  List  for  1896  or  in  a  special  list  of 
works  on  history  and  economics  sent  out  by  them  early 
in  the  present  year.     These  oversights  were  called  to 
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the  firm's  attention  and  proper  advertisement  of  the  As- 
sociation is  made  in  the  Trade  List  for  1897.  A  certain 
amonnt  of  mail  is  still  addressed  to  the  Association  at  the 
Johns  Hopkins  University  and  forwarded  thence  to 
Ithaca.  This  called  the  Secretary's  attention  to  the 
fact  that  neither  in  the  list  of  146  national  societies  con- 
tained in  the  last  edition  of  the  Tribune  Almanac  nor  in 
the  list  of  39  learned  societies  in  the  last  edition  of  the 
World  Almanac  does  the  American  Economic  Associa- 
tion find  place.  These  omissions  have  been  called  to  the 
attention  of  the  editors  and  assurances  received  that  the 
name  of  the  Association  and  the  addresses  of  its  officers 
will  be  introduced  in  future  issues.  The  Secretary  be- 
lieves that  it  would  be  for  the  financial  interests  of  the 
Association  to  devote  some  small  amount  of  money  to 
advertising  its  work,  and  requests  suggestions  on  the 
subject  from  the  Council. 

The  foregoing  statements  may  throw  some  light  upon 
the  fact  that  the  receipts  from  sales  and  subscriptions  are 
about  $300  less  than  they  were  for  the  preceding  calen- 
dar year.  Nearly  $100  of  this  amount  is  due  to  a  less 
complete  collection  of  subscriptions  by  The  Macmillan 
Co.  The  number  of  subscribers  has  slightly  increased 
but  the  cash  returns  are  about  ^100  less.  It  might  be 
desirable  for  the  Council  to  request  the  Treasurer  to  col- 
lect subscription  dues  as  well  as  membership  dues  in  the 
future.  The  decrease  of  about  ^200  in  the  returns  from 
sales  may  be  due  in  part  to  a  lack  of  advertising,  but  in 
this  connection  it  should  be  noticed  that  no  Monograph 
has  been  issued  by  the  Association  since  August,  1896, 
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and  that  the  Studies  apparently  have  not  sold  as  well  as 
did  the  issues  in  their  earlier  form.  The  Monograph  on 
the  Cotton  Industry,  which  has  been  printing  and  pre- 
paring since  September,  will  be  sent  to  The  Macmillan 
Co.  for  distribution  the  first  week  in  January,  and  should 
properly  be  included  in  the  summary  of  the  year's  print- 
ing. The  Association  has  printed  the  Economic  Studies 
bi-monthly,  including  in  all  455  pages,  the  supplement- 
ary Handbook  and  Report  of  the  Annual  Meeting  con- 
taining 162  pages,  and  the  Monograph  on  the  Cotton  In- 
dustry containing  378  pages,  a  total  of  995  pages,  or 
about  100  less  than  last  year. 

Of  the  seventy-four  life  members  of  the  Association  a 
year  ago  three  have  died,  and  as  no  new  life  member  has 
been  added,  the  present  number  is  seventy-one.  In  the 
list  of  fifteen  honorary  members  there  has  been  no  change 
during  the  year.  Of  the  479  regular  members  a  year 
ago,  forty-seven  have  ceased  to  be  so,  three  by  death, 
seventeen  by  non-payment  of  dues,  and  twenty-seven  by 
resignation.  Forty-five  new  members  have  been  added, 
so  that  in  this  category  there  has  been  a  net  loss  of  two. 
The  subscription  list  shows  a  net  gain  of  eight,  leaving 
thus  a  total  net  gain  of  three  for  the  year. 

W.  F.  W1LI.COX. 

December  24,  i8gj. 

The  report  of  the  Treasurer,  of  which  an  abstract  fol- 
lows,^ was  presented  and  referred  to  an  auditing  commit- 
tee.    The  Publication  Committee  made  an  informal  re- 

1  Infra,  p.  53. 
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port  upon  its  work  for  the  year.  The  Executive  Com- 
mittee was  requested  to  draft  a  resohition  relative  to  the 
death  of  Francis  Amasa  Walker  and  report  it  to  the 
Council.  It  was  also  asked  to  report  upon  the  question 
of  including  the  names  of  deceased  officers  and  members 
upon  the  Association's  roll.  The  President,  upon  the 
request  of  the  Council,  appointed  a  committee  of  five  to 
present  nominations  of  officers  for  the  ensuing  year. 
The  committee  appointed  were  ^Messrs.  R.  Mayo-Smith, 
F.  M.  Taylor,  W.  A.  Scott,  H.  R.  Seager  and  J.  J.  Mc- 
Nulty.  The  nominating  committee  was  requested  also 
to  report  upon  the  wisdom  of  reconstituting  the  standing 
committees  of  the  Association.  The  Council  then  ad- 
journed. 

A  second  meeting  of  the  Council  was  held  at  the  same 
place,  December  30.  The  auditing  committee  reported 
that  the  report  of  the  Treasurer  had  been  examined  and 
found  correct,  and  the  Treasurer's  report  was  then  or- 
dered filed.  The  following  persons  were  nominated  by 
the  committee  appointed  therefor  as  officers  for  the  ensu- 
ing year  and  were  duly  elected  :  President,  Arthur  T. 
Hadley,  Ph.D.,  Yale  University ;  Vice-Presidents,  John 
H.  Gray,  Ph.D.,  Northwestern  University,  Henry  B. 
Gardner,  Ph.D.,  Brown  University,  W.  3.1.  Daniels, 
A.M.,  Princeton  University ;  Secretars',  Walter  F.  Will- 
cox,  Ph.D.,  Cornell  University;  Treasurer,  Charles  H. 
Hull,  Ph.D.,  Cornell  University ;  members  of  the  Publi- 
cation Committee  for  the  term  ending  1900,  Willard  C. 
Fisher,  Ph.D.,  Wesleyan  University,  and  F.  M.  Taylor, 
Ph.D.,  University  of  Michigan. 
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The  following  persons  were  also  elected  as  new  mem- 
bers of  the  Council  :  For  the  term  expiring  in  1898,  Mr. 
H,  T.  Newcomb,  Department  of  Agriculture,  Professor 
G.  O.  Virtue,  Winona,  Minn.,  and  Mr.  J.  T.  Young,  Uni- 
versity of  Pennsylvania ;  for  the  term  expiring  in  1899, 
F.  R.  Clow,  A.M.,  Oshkosh  Normal  School,  Professor  H. 
H.  Freer,  Cornell  College,  and  H.  J.  Davenport,  Ph.D., 
University  of  Chicago  ;  for  the  term  ending  in  1900,  Rev. 
Lyman  Abbott,  New  York,  G.  S.  Callender,  Ph.D., 
Harvard  University,  E.  D.  Durand,  Ph.D.,  Stanford 
University,  F.  H.  Dixon,  Ph.D.,  University  of  Michi- 
gan, and  Professor  J.  P.  Cushing,  Knox  College. 

The  nominating  committee  further  recommended  the 
creation  of  special  committees  of  five  persons  each,  to  be 
appointed  by  the  Executive  Committee,  and  to  have  the 
privilege  of  enlarging  their  own  membership.  The  Ex- 
ecutive Committee  was  instructed  to  appoint  three  such 
committees,  one  on  the  reform  of  the  currency,  one  on 
the  twelfth  census,  and  one  on  the  teaching  of  economic 
history  in  the  United  States.  The  Executive  Commit- 
tee reported  recommending  that  the  printed  roll  of  Ex- 
Presidents  should  contain  the  names  of  deceased  Ex- 
Presidents,  but  that  the  printed  roll  of  honorary  mem- 
bers should  not  include  the  names  of  deceased  honorary 
members  ;  and  the  recommendations  were  adopted.  On 
its  recommendation  also  the  following  minute  was  or- 
dered to  be  entered  upon  the  Council  records  : 

In  the  death  of  Francis  Amasa  Walker,  President  of  the  American 
Economic  Association  during  the  first  seven  years  of  its  existence,  the 
members  of  the  Council  have  lost  not  only  an  officer  whose  reputation 
and  ability  were  of  indispensable  aid  to  the  Association  through  its 
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opening  years,  but  an  associate  whose  unfailing  courtesy,  hearty  kind- 
ness, ready  recognition  of  good  work  and  good  endeavor,  made  him 
the  sympathetic  friend  of  all.  Strong  in  bis  own  convictions  and  in 
the  expression  of  them,  distinguished  in  many  walks  of  life,  a  recog- 
nized leader  among  economists,  he  yet  gave  a  cordial  welcome  to  new 
men  and  new  thought,  and  by  his  own  vigor  and  earnestness  gave  a 
keen  stimulus  alike  to  those  who  agreed  with  him  and  to  those  who 
differed.  The  Council  desires  to  put  on  record  its  sense  of  loss  in  his 
death  and  its  appreciation  of  the  weighty  services  he  rendered  to  the 
Association  and  to  the  progress  of  economic  science  in  the  United 
States. 

The  time  and  place  of  holding  the  next  annual  meet- 
ing were  referred  to  the  Executive  Committee  with 
power,  and  the  same  committee  was  authorized  to  make 
the  usual  appropriations  for  carrying  on  the  business  of 
the  Association. 


Stimmary  of  Treasurer' s  Report. 
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SUMMARY  OF  THE  TREASURER'S  REPORT,   1897. 


Charles  H.  Huli.,  Treasurer, 

In  account  with  the  Americafi  Economic  Association 
for  the  year  ending  December  2j,  iSgj. 

Debits. 

Cash  on  band  as  per  last  report  ....  |i,o83  33 

Subscriptions  and  sales, 

The  Macmillan  Company ^^783  03 

Swan  Sonnenschein  &  Co.        .        .      42  34 

W.  F.  Willcox,  Secretary 7  84 

833  21 

4363^  annual  dues i>309  00 

Exchange 06 

Credits. 

Publication  expenses 1,178  33 

Secretary's  expenses         461   24 

Treasurer's  expenses 54  50 

Expenses  of  ninth  meeting 43  33 

Cash  on  hand  December  23 1,488  20 

13,225  60    13,225  60 
Examined  and  found  correct. 

[Signed]  G.  K.  Holmes,  \  a.,,i-._„_ 

J.W.Crook.     /  Auditors. 


ADDRESS  OF  WELCOME. 


In  assembling  for  the  tenth  annual  meeting  of  the 
American  Economic  Association  we  have  to  regret  the 
absence  of  our  President,  Professor  Henry  C.  Adams. 
Tlie  pleasant  duty  therefore  falls  to  me  to  welcome,  in 
the  name  of  the  Association,  all  of  its  members  who  are 
here  present,  and,  as  well,  all  others  who  are  sufficiently 
interested  in  the  subjects  which  are  to  be  discussed  in 
our  sessions  to  favor  us  by  their  attendance.  This  is  an 
open  meeting,  and  all  who  care  for  economic  studies  are 
cordially  invited  to  share  in  our  proceedings. 

Since  our  last  meeting  the  Association  has  sustained 
a  grievous  loss  in  the  death  of  our  beloved  and  honored 
first  president,  General  Francis  A.  Walker.  In  his  too 
brief  life  President  Walker  did  more  than  any  other 
American  to  make  political  economy  an  influential  and 
a  sincerely  respected  branch  of  knowledge.  In  the  pres- 
ence of  those  who  are  gathered  here  this  morning  I  need 
not  recall  his  contributions  to  the  science  of  our  alle- 
giance, or  his  services  to  this  Association.  I  need  only 
say  that  to  us  who  knew  and  loved  him  he  was  more 
than  an  economist.  Ever  kind,  and  helpful,  and  gen- 
erous to  his  colleagues,  and  to  every  student  who  sought 
his  counsel  or  his  aid,  he  was  more  than  a  great  econo- 
mist, a  great  statistician  and  a  great  author,  he  was  a 
great  man. 

Our  program,  as  you  have  doubtless  noticed,  is  emi- 
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nently  practical.  While  questions  of  theory  will  have 
their  place  in  the  discussion  of  each  subject,  the  subjects 
themselves  are  matters  closely  associated  with  the  wel- 
fare of  the  people.  In  this  respect  the  program  re- 
flects a  tendency  which  all  readers  of  the  most  recent 
economic  writings  must  have  observed.  Political  econ- 
om}-  is  swinging  back  to  a  renewed  attention  to  practi- 
cal or  business  affairs.  Much  attention  has  been  given 
in  recent  years  to  those  refinements  of  theory  which 
have  brought  into  familiar  use  such  terms  as  "  subject- 
ive utility,"  "subjective  cost,"  and  "subjective  value." 
Americans  have  contributed  not  less  than  their  brilliant 
Austrian  contemporaries  to  these  studies.  This  work, 
in  which  so  many  of  our  younger  men  have  won  a 
worthy  distinction,  was  very  necessary  work  to  do.  The 
psychology  of  economic  phenomena  had  to  be  elaborated 
by  economists  because  the  psychologists  themselves  had 
neglected  that  part  of  their  field.  Now  that  the  w^ork 
has  been  done,  however,  there  is  evidently  a  growing 
conviction  that  the  theories  which  have  resulted  are,  in 
a  strict  classification  of  the  sciences,  a  division  of  psy- 
chology, and  as  such  are  data  for  political  economy,  and 
that  political  economy  itself  will  probably  continue  to 
find  its  true  task  in  the  scientific  study  of  that  objective 
world  of  business  affairs  which  enlisted  the  interest  of 
Adam  Smith,  Ricardo  and  Mill.  In  the  future  as  in  the 
past,  the  economist  will  be  chiefly  occupied  with  the 
eminently  practical  problems  of  production,  exchange 
and  distribution  ;  of  capital,  price,  rent,  interest,  wages 
and  profits. 
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With  many  other  members  of  this  Association  I  share 
the  opinion  that  we  should  take  a  more  prominent  stand 
on  questions  of  public  policy,  and  make  an  increased 
effort  to  bring  before  the  public  a  strictly  scientific  view 
of  such  great  matters  as  the  currency  and  taxation.  We 
must  not  impose  upon  ourselves  a  creed,  or  promulgate 
dogmas  ;  but  we  should  make  it  clear  to  the  people  that 
there  is  a  vital  difference  between  scientific  and  unscien- 
tific views  of  those  great  subjects.  I  therefore  hope,  and 
I  express  the  hope,  that  before  this  tenth  annual  meet- 
ing adjourns  we  shall  take  steps  to  make  the  /American 
Economic  Association  an  increasingly  powerful  influ- 
ence upon  public  opinion. 


ABSTRACTS  OF    PAPERS   AND    DISCUSSIONS. 


Discussion.  —The  Investigation  of  Municipal  and 
Private  Distribution  of  Water,  Gas,  and  Elec- 
tricity, Conducted  by  the  Different  Bureaus 
OF  Statistics  of  Labor  in  the  United  States. 

LED     BY    HON.     CARROLL     D.    WRIGHT,     HON.    ELROY     M.     AVERY    AND     PROFE.SSOR 

JOHN    H.    GRAY. 

Mr.  Wright : — It  is  not  my  purpose,  nor  am  I  expected, 
to  discuss  the  merits  or  demerits  of  municipal  ownership 
as  compared  with  private  control  of  water,  gas  and  electric 
light  plants.  Such  a  discussion  would  be  important,  but 
must  be  left  to  others.  My  own  duty  on  the  present 
occasion  is  simply  to  outline  the  methods  and  progress 
of  an  investigation  undertaken  by  the  various  bureaus 
of  statistics  of  labor  of  the  several  states  and  of  the 
United  States  Department  of  Labor. 

It  is  well  known  that  in  foreign  countries  cities  have 
gone  much  further  in  the  direction  of  municipal  owner- 
ship or  control  than  has  been  the  case  in  this  country. 
In  the  United  States  we  have  no  line  of  statistics  bear- 
ing upon  either  the  census  of  municipalities  controlling 
their  own  works  or  the  cost  of  production  under  the 
two  methods, — municipal  and  private  control, — or  the 
cost  to  the  consumer.  Such  a  line  of  statistics,  how- 
ever, would  be  of  the  greatest  value   in  discussing  the 
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merits  and  demerits  of  municipal  as  compared  with  pri- 
vate ownership  and  production.  So  in  June,  1896,  the 
chiefs  and  commissioners  of  bureaus  and  departments  of 
labor  statistics  in  the  United  States,  at  their  annual 
convention,  held  in  Albany,  decided  to  undertake  a  gen- 
eral investigation  relative  to  the  municipal  distribution 
of  water,  gas,  and  electric  light.  A  committee  was  ap- 
pointed to  prepare  schedules  of  inquiry,  but  the  first 
schedules  prepared  were  found  to  be  inadequate,  and 
it  became  necessary  to  revise  them.  The  revised 
schedules  are  somewhat  elaborate,  but  no  more  so  than 
the  importance  of  the  investigation  warrants,  and  we 
now  hope  to  get  valuable  information.  The  collection 
of  information  is  practically  under  the  charge  of  the 
United  States  Department  of  Labor,  working  in  co- 
operation with  the  various  states,  so  far  as  the  means 
of  the  state  bureaus  will  allow.  I  am  glad  to  say  to  you 
that  the  investigation  is  being  carried  forward  in  several 
states,  with  encouraging  results  and  it  is  hoped  to 
have  the  field  work  completed  sometime  next  autumn. 
Many  of  the  state  offices  are  very  poorly  equipped  as  to 
means,  but  they  work  with  us  so  far  as  possible.  The 
force  engaged  has  received  very  valuable  aid  from  pri- 
vate corporations  in  the  collection  of  data. 

The  great  question,  Which  is  better  for  tlie  con- 
sumer, private  or  municipal  ownership?  is  one  in  which 
the  state  and  federal  officials  conducting  the  investiga- 
tion have  no  interest  beyond  the  securing  of  facts. 
They  may  be  interested  in  the  results,  but  I  mean  that 
in  the  conduct  of  the  investigation  they  can  have  no  in- 
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terest  in  the  principles  involved.  The  statician  must 
be  unbiased  and  cold-blooded  in  his  investigations. 

It  will  be  a  very  easy  matter  to  ascertain  the  census 
of  establishments.  All  persons,  those  in  favor  of  or 
opposed  to  municipal  ownership,  will  be  glad  to  know 
to  what  extent  municipal  ownership  has  been  carried  in 
this  country.  At  present  this  cannot  be  readily  ascer- 
tained. The  first  point  of  information,  therefore,  in 
the  investigation  under  consideration  will  be  the  census 
of  establishments. 

Another  feature  of  the  investigation  in  which  there 
cannot  be  much  difficulty  is  that  of  ascertaining  the 
difference  in  cost  to  the  consumer.  Even  where  private 
corporations  are  unwilling  to  furnish  trustworthy  infor- 
mation, it  is  an  easy  matter  to  obtain  correct  data  as  to 
cost  of  supply.  Consumers  everywhere  will  furnish 
this  information.  The  bills  of  companies  will  be  the 
verification  of  statements.  One  difficulty  in  this  con- 
nection lies  in  the  fact  that  private  and  municipal  plants, 
as  a  rule,  do  not  compete  one  with  the  other.  Here  and 
there  conditions  of  actual  competition  between  private 
and  municipal  plants  may  be  found  ;  but  the  facts  as  to 
the  price  of  products  will  be  practically  comparable  when 
obtained  from  neighboring  localities. 

The  chief  difficulty  in  the  investigation  relates  to  the 
cost  of  production.  To  secure  this  the  expert  is  obliged 
to  inquire  very  closely  into  all  the  elements  that  enter 
into  the  cost  of  producing  water,  gas,  or  electricity. 
Under  municipal  control  there  is  a  complication  which 
arises    at    once,    on    account    of    the    relations    of    the 
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municipality  to  its  citizens.  For  example,  in  many 
cases  the  salaries  of  officers  in  charge  of  the  municipal 
plants  are  borne  on  the  general  pay  roll  and  are  not 
charged  up  to  the  cost  of  producing,  water,  gas,  or  elec- 
tricity. Still,  I  think  the  questions  on  the  schedules 
are  so  arranged  as  to  remove  some  of  these  difficulties. 
Of  course,  cost  of  production  in  a  municipal  plant 
should  comprehend  fully  all  charges,  whether  of  officers 
or  otherwise,  necessary  to  the  production.  Again,  dif- 
ficulties arise  under  municipal  control  on  account  of  the 
general  methods  of  book-keeping,  but  it  is  hoped  all 
such  difficulties  will  be  fairly  overcome. 

As  might  be  supposed,  the  managers  of  municipal 
plants  are  more  willing  than  private  corporations  to  re- 
port the  facts  connected  with  their  works,  but  they  are 
less  able  to.  The  managers  of  private  corporations  are 
more  competent,  but  less  willing.  Nevertheless,  I  be- 
lieve that  there  will  be  a  sufficient  number  of  private 
corporations  willing  to  furnish  the  fullest  information 
as  to  their  cost  of  production.  Managers  are  beginning 
to  understand  that  their  interest  with  the  public  lies  in 
furnishing  the  required  information.  There  are  several 
influences  leading  to  this  conclusion  ;  as,  for  example,  a 
manager  of  a  great  western  corporation  decided,  in  the 
first  place,  that  he  would  not  furnish  the  information  as 
to  cost  of  production,  but  on  studying  the  question  he 
became  interested,  for  he  saw  that  it  would  be  to  his 
interest  to  be  able  to  announce  to  the  public  that  the 
private  consumer  was  being  taxed  to  make  up  for  the 
decreased  price  under  contracts  with   the  municipality. 
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Where  the  price  to  the  municipality  is  nominal,  the  state 
of  affairs  should  be  borne  in  mind,  and  the  manager  of 
the  private  corporation  understands  well  the  benefit 
which  the  publication  of  the  facts  would  be  to  his  own 
works.  Neither  gas,  nor  water,  nor  electricity  can  be 
made  for  nothing,  and  there  may  be  in  places  a  tendency 
to  make  the  tax-payers  pay  part  of  the  cost  of  produc- 
tion when  the  product  is  used  for  the  benefit  of  the 
municipality,  as  well  as  to  make  a  special  tax  through 
higher  price. 

Another  difficulty  in  the  investigation  is  to  ascertain 
how  far  private  corporations  are  supplying  municipali- 
ties, and  how  far  municipal  plants  are  supplying  private 
consumers.  Such  matters  will  be  ascertained  through 
the  investigation  now  going  on. 

It  would  take  too  much  time  to  enter  into  all  the  de- 
tails of  the  investigation,  as  disclosed  by  the  schedules. 
These  schedules  are  obtainable,  and  one  can  study  them 
for  himself.  My  general  statements  are,  as  I  suppose, 
simply  to  serve  as  a  basis  for  discussion.  Having  given 
these,  I  may  say  that  I  believe  the  investigation  will 
furnish  much  valuable  information  along  many  lines,  not 
only  as  to  cost  of  production,  price  to  the  consumer,  and 
the  extent  to  which  municipal  ownership  has  been  car- 
ried, but  also  facts  relative  to  franchises  and  other  matters 
that  will  help  us  to  understand  many  of  the  elements 
entering  into  this  question.  At  the  present  time,  if  a 
municipality  is  discussing  the  question  of  putting  in  gas, 
water,  or  electricity,  and  wishes  to  decide  between 
private  and  municipal  control  as  an  economic  measure^ 
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a  committee  must  be  sent  out  to  collect  information. 
Owing  to  politics  and  other  foreign  inflnences,  the  com- 
mittee is  quite  likely  to  return  as  confused  as  at  starting 
it  was  ignorant  of  the  facts.  As  a  result  of  this  investi- 
gation, I  believe  there  will  be  brought  into  existence  a 
o-reat  bodv  of  facts  to  which  all  such  committees  can 
turn  for  general  information.  The  report  cannot  satisfy 
all  inquiries  as  to  the  desirability  or  feasibility  of  intro- 
ducing private  or  municipal  plants,  because  there  are 
elements  other  than  those  which  can  be  brought  out  by 
an  investigation ;  as,  for  instance,  it  is  alleged  that 
private  capital  does  not  feel  warranted  in  building  works 
in  a  small  city,  and  that  it  is  here  only  that  municipal 
ownership  is  of  the  greatest  advantage.  Indirectly,  of 
course,  the  investigation  will  bear  upon  such  a  question, 
as  it  will  give  the  facts  for  large  and  small  places  as 
well ;  but  in  all  the  inquiries  the  greatest  difficulty  lies, 
perhaps,  in  the  nice  adjustment  of  the  different  elements 
of  cost  of  production  and  supply. 

Hon.  Elroy  M.  Avery  :  I  desire  to  express  gratification 
at  the  undertaking  of  this  work  by  professional  statisti- 
cians, but  have  serious  doubts  as  to  the  conclusiveness 
or  the  satisfactory  authenticity  of  the  results  that  will 
be  attained.  Someone  has  saucily  said  that  "  statistics 
are  like  sausages,  in  that  their  value  depends  upon  who 
makes  them."  As  to  the  distribution  of  water,  I  sup- 
pose the  only  question  now  worth  discussing  is  how 
small  a  town  must  be  before  private  ownership  becomes 
desirable.     I  suppose  that  in  the  case  of  New  York  and 
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Chicago  and  Boston  and  Cleveland  and  cities  of  that 
class,  and  even  in  the  case  of  a  city  like  Cincinnati,  no 
one  will  seriously  argue  against  the  preponderating  ad- 
vantages of  municipal  ownership  and  operation  of  the 
water-works.  As  it  is  not  worth  while  to  discuss  the 
question  in  its  application  to  large  cities,  and  as  I  know 
nothing  of  its  application  to  small  cities,  it  would  not 
be  creditable  to  me  or  complimentary  to  you,  for  me  to 
detain  you  a  moment  further  with  remarks  upon  that 
phase  of  the  topic  under  consideration. 

As  to  the  problems  of  municipal  distribution  of  gas 
and  electricity,  I  have  had  some  experience  that  I  think 
entitles  me  to  entertain  some  pretty  definite  notions. 
For  five  years,  I  w^as  a  missionary  of  light — electric  light. 
Subsequently,  I  was  chairman  of  a  joint  committee  of 
the  Cleveland  city  council  on  the  investigation  of  the 
cost  of  distributing  gas  in  this  city.  I  was  also  chair- 
man of  another  councilmanic  committee  on  investiga- 
tion of  street  railways  in  this  city.  vStill  later,  I  was 
chairman  of  a  joint  committee  of  the  Ohio  legislature 
on  the  investigation  of  the  emoluments  of  the  olhcials 
of  this  county.  I  mention  these  things  not,  of  course, 
for  the  sake  of  prejudicing  my  audience  against  me,  but 
for  the  sake  of  showing  that  I  have  had  a  chance  to 
learn  something  of  the  difhculties  of  certain  investiga- 
tions in  the  interest  of  the  people.  Any  Cleveland  re- 
porter will  tell  you  that  when  I  am  at  the  head  of  such 
a  lyexow  commission,  the  papers  get  a  plenty  of  what 
they  call  "  hot  stuff."  But  I  have  reformed ;  I  have 
abjured  partisan  politics  and  I  go  out  of  ofhce  next 
Monday  morning  forever.     So,  hear  me  for  my  cause. 
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When  we  began  looking  into  the  cost  of  producing 
gas  in  this  market,  the  two  gas  companies  were  selling 
their  chief  product  for  a  dollar  per  thousand  cubic  feet, 
and  their  l^ye-products  for  all  they  could  get  for  them. 
Before  we  got  through  with  them,  they  were  glad  to 
make  a  ten  years'  contract  to  supply  city  and  citizens 
with  gas  at  eighty  cents  per  thousand  and  to  pay  into 
the  city  treasury  five  per  cent,  of  their  gross  receipts. 
Under  the  operation  of  this  last  mentioned  clause,  and 
from  the  profits  of  eighty  cent  gas,  they  have  paid  into 
the  city  treasury,  where  it  now  is  to  the  credit  of  the 
City  Hall  fund,  more  than  a  quarter  million  of  dollars. 
Our  committee  was  authorized  to  send  for  persons  and 
papers  ;  our  subpoenas  were  served  by  the  deputies  of 
the  sheriff ;  the  county  jail  yawned  for  recalcitrants ; 
but  we  did  not  get  much  that  we  wanted  directly  from 
the  officials  of  the  gas  companies.  The  president  of 
the  larger  of  our  two  gas  monopolies,  one  on  each  side 
of  the  river,  took  the  books  of  the  company  out  of  the 
keeping  of  the  secretary  and  was  called  between  two 
days  to  Arizona  ;  we  soon  found  that  the  secretary  and 
the  superintendent  knew  less  about  the  gas  industry  in 
this  community  than  the  janitor  of  the  chamber  of  com- 
merce. They  are  both  amiable  gentlemen  and  personal 
friends  of  mine,  but  they  ought  to  be  ashamed  to  draw 
such  salaries  as  they  do  without  understanding  some- 
thing of  the  business  that  they  have  in  charge.  Per- 
haps they  do  now. 

]\Iore  than  one  director  of  these  gas  companies  stated 
under  oath  that  it  was  not  possible  to  make  and  sell  gas 
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in  this  market  for  less  than  a  dollar  per  thoTisand.  But 
the  fact  that  they  have  actually  done  it  for  six  or  seven 
years  without  any  symptoms  of  individual  or  corjDorate 
bankruptcy  or  retrenchment  shows  that  good  men  and 
good  business  men  may  be  mistaken,  and  that  orthodox 
piety  or  extraordinary  commercial  and  political  sagacity 
is  not  necessarily  proof  against  deception  by  wicked 
partners. 

The  statistics  to  be  secured  by  these  bureaus  will  fall 
far  below  the  conclusiveness  suggested  by  the  distin- 
guished speaker  who  has  preceded  me,  unless  they  are 
gathered  by  virtue  of  official  authority  to  dictate  methods 
of  book-keeping,  and  to  examine  accounts  and  to  force 
the  giving  of  information.  The  managers  of  these 
franchise-enjoying  corporations  do  not  admit  the  claim, 
that  they  are  in  partnership  with  the  municipality 
and  that  the  municipality,  as  a  partner,  has  a  perfect 
and  equal  right  to  a  full  knowledge  of  the  business. 
I  have  no  prejudice  against  corporations,  and  believe 
that  a  well  regulated  monopoly  may  be  desirable.  But 
when  the  franchise-enjoying  corporation  forgets  or  denies 
its  subordination  to  the  greater  corporation  from  which 
it  derived  the  privileges  and  powers  that  make  it  pros- 
perous and  sometimes  dangerous,  the  situation  can  not 
long  continue  without  change.  I  desire  to  avoid  offense  ; 
I  hope  that  what  I  say  will  not  be  offensive  to  any  one. 
The  managers  of  these  corporations  are  not  bad  men,  as 
the  business  world  goes  ;  the  trouble  is  that  they  do  not 
recognize  the  fact  that  the  public  has  any  right  to  ask 
questions  about  what  they  consider  their  private  business. 

5 
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Their  natural  resentment  at  what  they  consider  an  im- 
pertinent interference  is  reinforced  by  their  desire  to 
avoid  the  competition  that  would  be  caused  by  a  dis- 
closure of  exorbitant  profits.  Under  such  conditions, 
and  in  the  light  of  my  own  experience,  I  must  beg  to 
be  excused  from  giving  unreserved  confidence  to  the  ac- 
curacy of  the  information  voluntarily  given  by  parties 
thus  environed  to  the  polite  inquiries  of  statisticians. 
Until  the  hand  of  an  authority  that  they  must  respect 
is  laid  upon  them,  I  fear  that  we  must  interpret  their 
stories  of  the  cost  of  production  and  of  small  profits 
very  cautiously,  and  strive  for  discreet  legislation  that 
will  force  them  to  tell  the  whole  truth — in  the  courts  if 
necessary. 

Professor  John  H.  Gray  :  I  propose  to  confine  my  dis- 
cussion to  that  part  of  the  general  topic  assigned  with 
which  I  am  most  familiar,  namely,  the  gas  supply.  It 
is  interesting  to  note  in  passing  that  the  subject  is  the 
same  as  that  of  the  first  scientific  monograph  published 
by  the  Association,  and  is  identical,  also,  with  that  of  an 
investigation  undertaken  by  a  standing  committee  of  the 
Association  about  ten  years  ago.  It  further  coincides 
with  one  of  the  articles  in  our  original  platform  or  decla- 
ration of  principles.  That  article  affirms  that  we  believe 
in  the  development  of  economic  science  and  "  we  look 
not  so  much  to  speculation  as  to  an  impartial  study  of 
actual  conditions  of  economic  life  for  the  satisfactory  ac- 
complishment of  that  development."  A  decade  has 
rolled  by  since  that  declaration  was  made.     ^Meantime, 
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the  gas  supply  of  nearly  all  important  points  has  passed 
into  the  control  of  a  few  great  syndicates,  and  the  agi- 
tation for  public  ownership  has  taken  stronger  hold  of 
the  popular  mind.  This  agitation  rests  upon  a  keen 
sense  of  wrong,  and  not  on  any  scientific  basis.  For 
the  statistics  of  the  gas  supply  do  not  exist,  and  the  gate- 
ways to  the  history  of  the  industry  are  closed  to  the 
whole  outside  world  by  the  orders  of  the  directors  of 
these  syndicates.  As  yet,  we  have  taken  no  effective 
steps  to  give  this  declaration  living  force.  The  investi- 
gation referred  to  had  to  be  given  up  because  of  the  ex- 
pense involved  and  the  acknowledged  inability  of  the 
committee  to  get  at  the  facts.  All  later  attempts  at  pri- 
vate investigation  have  met  with  a  like  fate,  and  for  the 
same  reasons. 

The  movement  for  public  ownership  demands  a  scien- 
tific answer,  but  the  data  for  such  an  answer  are  still 
lacking ;  unless  indeed  we  are  ready  to  declare  it  a 
scientific  principle  that  the  burden  of  proof  is  always 
upon  him  who  advocates  any  change  whatever  in  eco- 
nomic or  governmental  policy.  This  movement  has 
long  since  passed  the  point  at  which  it  can  be  stopjDed 
by  any  a  priori  arguments  based  on  the  theory  of  gov- 
ernment. It  must  be  met,  if  it  is  to  be  met  at  all,  by  a 
scientific  demonstration  of  the  probable  economic  loss 
from  public  ownership.  Such  demonstration  can  come 
only  from  a  statistical  comparison  of  the  results  under 
the  different  systems  of  management.  Both  parties  to 
this  controversy  seem  to  ignore  the  fact  that  the  neces- 
sary data  for  such  a  comparison  do  not  exist.     The  iso- 
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lated  facts  of  this  industry  are  unknown  not  only  to 
those  most  prominent  in  public  discussions,  but,  even  to 
many  of  those  actively  engaged  in  the  industry/  Fur- 
thermore, in  the  present  state  of  suffrage,  popular  opin- 
ion, legislation  and  accounting  (both  corporate  and  mu- 
nicipal) it  is  impossible  to  bring  them  to  light.  We 
cannot  get  at  the  disjointed  facts  now  on  record.  But  if 
we  could  set  into  immediate  operation  investigations, 
which  could,  and  would,  publish  all  the  accounts  of  the 
companies,  the  result  would  be  such  a  chaotic  aggrega- 
tion as  would  be  of  very  indirect  service  for  the  dis- 
cussion suggested. 

But  a  most  important  social  and  economic  interest  is 
here  at  stake,  and  if  we  cannot  at  present  discuss  the 
economic  problem  involved  for  lack  of  data,  we  can  dis- 
cuss the  necessity  and  the  desirability  of  getting  at  such 
facts  as  do  exist,  and  of  reducing  them  to  a  basis  suitable 
for  scientific  use.  It  appears,  then,  that  much  prelimi- 
nary work  of  a  political,  educational  and  administrative 
character  must  be  done  before  the  material  for  a  strict 
economic  discussion  is  available. 

The  great  practical  problem  before  us  to-day  is,  how 
to  get  the  suppliers  of  gas  to  keep  their  books  and  ac- 
counts in  an  honest,  uniform,  intelligible  and  scientific 
manner,  and  then  to  give  these  accounts  thus  perfected 
to  the  public.  Until  we  can  get  at  the  accounts  as  they 
are  kept,  and  until  we  can  compel  them  to  be  kept  prop- 
erly, we  shall  never  be  able  to  prevent  corporate  abuses, 

^  Cf.   F.    E.    Barker  in    Proceedings  of   Association   of   Officials   of 
Bureaus  of  Labor  Statistics,  Twelth  Convention,  1896,  p.  114. 
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or  to  discuss  the  economic  advantages  or  disadvantages 
of  either  public  or  private  ownership.  The  need  of  such 
preliminary  work  is  as  great  in  regard  to  the  publicly 
owned  works  as  in  the  case  of  the  works  owned  by 
private  corporations.  The  accounts  of  municipal  works 
now  published  are  so  imperfect  and  inaccurate  as  to  be 
useless  for  scientific  comparison.  Is  it  reasonable  to 
suppose  that  returns  made  for  the  purposes  of  the  pro- 
posed investigation  from  the  same  data  will  be  any  more 
accurate  than  the  reports  now  published?  The  idea 
seems  to  me  wholly  untenable.  We  might  just  as  well 
admit  once  for  all  that  the  methods  of  accounting  by 
these  municipal  plants  (with  the  exception  of  those  in 
Massachusetts  of  which  I  shall  speak  later)  are  such  as 
to  make  it  impossible,  even  for  an  expert,  to  find  out  the 
more  important  items,  such  as  the  cost  of  manufacturing 
or  distributing,  or  the  amount  of  investment  or  of  depre- 
ciation. If  the  accounts  of  any  such  plant  were  kept  at 
any  one  time  with  absolute  honesty  and  accuracy,  the 
frequent  changes  of  date  for  beginning  the  fiscal  year, 
together  with  the  frequent  changes  of  officials  and  meth- 
ods of  book-keeping  would  result  in  utter  confusion  in 
the  returns  for  a  given  plant,  and  would  render  compari- 
son of  the  accounts  for  different  plants  impossible. 

The  selling  price  of  gas  at  such  plants  is  usually 
known,  but  the  data  for  determining  the  cost  to  the  con- 
sumer may  be  wholly  lacking  because  sufficiently  accu- 
rate and  frequent  tests  of  the  illuminating  power  and 
purity  of  the  gas  are  not  made  and  recorded. 

In  the  case  of  the  works  under  jjublic  ownership  in 
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^Massachusetts,  the  state  cominission,  established  in  1885, 
has  required  a  uniform  fiscal  year,  and  has  done  much 
by  patient,  wise  and  long-continued  effort  to  educate  the 
municipal  authorities  up  to  uniform,  intelligible  and  sci- 
entific accounting  and  reporting.  But  even  here  the 
cities  and  towns  still  have  much  to  learn  in  these  par- 
ticulars. The  commission  has  always  maintained  that 
the  imperfections  referred  to  above  have  heretofore  pre- 
vented fuller  publication  of  returns  from  such  works, 
and  has  promised  us  more  extended  publication  in  its 
forthcoming  report. 

But  let  us  turn  our  attention  to  the  much  larger  por- 
tion of  the  field  occupied  by  the  private  corporations. 
Here  we  find  substantially  all  the  evils  and  imperfections 
mentioned  in  connection  with  the  public  works.  In  addi- 
tion to  all  these,  we  find  the  insurmountable  difficulty  that 
facts  as  recorded  in  the  books  of  the  companies,  are  regard- 
ed by  those  in  charge  of  them  as  the  legitimate  trade 
secrets  of  a  strictly  private  business.  Of  course,  this 
view  does  not  conform  to  the  economic  and  social  needs 
of  our  age.  Speaking  broadly,  however,  if  we  leave  out 
of  view  some  very  recent  statutes  of  Massachusetts,  we 
may  say  that  the  law  supports  this  view'  and  that  it  is  a 
logical  outcome  of  the  past  dealings  of  the  American 
people  with  this  industry.  Intrenched  behind  this  be- 
lief, and  the  decisions  supporting  it,  the  companies,  fear- 
ing competition  if  the  facts  become  known,  have  resisted 
successfully  so  far  every  attempt  on  the  part  of  scien- 
tific investigators,  rival  companies,  agitators,  promoters, 
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city  councils,  legislative  investigating  committees,  state 
labor  bureaus,  the  courts  of  justice  and  all  the  rest  of  the 
world  to  get  at  the  facts. 

Scientific  opinion  is  unanimous  in  the  belief  that  gas 
in  any  given  locality  should  be  furnished  by  a  monoply, 
and  that  all  unregulated  private  monoply  sooner  or  later 
leads  to  oppression  and  abuses.  The  obvious  conclusion 
is  that  regulated  private  monopoly  or  public  ownership  are 
the  only  alternatives.  But  the  average  American  citizen 
makes  no  distinction  between  regulated  and  unregulated 
monopoly,  and  has  but  little  faith  in  the  ability  of  our 
o-overnment  to  re^rulate  any  iDrivate  interest.  He  there- 
fore  regards  the  gas  company  as  an  actual,  but  not  a 
necessary,  monopoly,  and  is  constantly  in  a  hostile  atti- 
tude towards  it.  His  chief  weapon  is  legislation  looking 
towards  the  reduction  of  the  profits  of  the  company, 
without  knowing  what  those  profits  are  at  present.  The 
result  is  perpetual  warfare  and  competing  companies. 
The  business  has  been  so  profitable  that  the  managers 
have  preferred  buying  off  rival  companies  to  making 
their  affairs  known  to  the  public.  This  has  opened  the 
way  for  wholesale  blackmail  on  the  part  of  corrupt 
legislators,  counsellors  and  promoters.  Consequently 
rival  companies  are  created  solely  for  the  purpose  of 
selling  out.  The  hope  of  continued  high  profits  makes 
the  companies  want  to  keep  their  accounts  secret,  while  a 
blind  belief  in  competition  on  the  part  of  the  public, 
and,  where  that  fails,  a  belief  that  injury  or  threatened  in- 
jury to  the  company  will  make  it  come  to  terms  advanta- 
geous  to   the   public,  prevents   any   rational  attempt  to 
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get  at  the  facts.  Much  abuse  has  been  heaped  upon  the 
companies  for  their  alleged  unfairness  in  dealing  with 
the  public.  The  fact  is  that  the  men  in  charge  of  the 
companies  are  no  worse  and  no  better  than  other  men. 
It  would  probably  be  easy  to  match  ever}'  outrage  per- 
petrated by  the  companies,  by  one  committed  by  the 
public  against  the  companies. 

Not  all  our  states  reserve  the  formal  right  of  ascer- 
taining what  private  corporations  do  by  an  actual  in- 
spection and  audit  of  their  books,  or  require  by  statute 
that  corporation  books  be  kept  in  such  a  manner  as  to 
render  such  audit  of  any  practical  value  where  it  exists. 
The  frequently  recurring  statutory  provision  requiring 
the  corporations  to  make  sworn  returns  is  degrading,  as 
well  as  useless,  where  no  right  and  practice  of  verifying 
such  returns  by  actual  inspection  of  books  exist.  Where 
the  right  of  public  audit  nominally  exists,  the  provision 
usually  becomes  merely  a  dead  letter  because  of  the 
general  weakness  of  our  state  governments  and  the 
universal  hostility  of  the  companies  to  the  enforcement 
of  the  right. 

Massachusetts  alone  has  actually  succeeded  in  finding 
out  what  her  private  corporations  do.  But  in  the  case 
of  the  gas  companies  this  was  possible  only  under  a 
tacit  agreement  between  the  companies  and  the  commis- 
sion that  the  information  obtained  should  not  be  made 
public.  The  commission  has  been  severely  criticised 
for  not  publishing  the  returns  made  to  it  by  the  com- 
panies. This  criticism  seems  to  me  without  any  just 
foundation.     The  legal  right  of  the  commission  to  make 


Investigation  of  Distribution  of    Water,    Gas,  etc.      73 

such  publication  cannot  be  questioned.  But  the  publi- 
cation would,  in  my  opinion,  have  destroyed  the  useful- 
ness of  the  commission,  and  would  have  prevented  it 
from  accomplishing  what  seems  to  me  not  only  the  best 
work  the  commission  has  ever  done,  or  could  have  done, 
but  also  the  most  important  work  yet  done  in  the  United 
States  in  the  line  of  controlling  private  corporations. 
The  commission,  at  the  very  start,  recognized  what  the 
whole  American  public  must  learn  before  the  corporation 
problem  is  solved — I  mean  that  no  reforms  were  possible 
without  the  consent  of  the  corporations.  The  result 
was  that  this  commission,  which  was  clothed  at  the 
same  time  with  the  widest  powers,  and  also  the  widest 
discretion,  set  about  reforming  the  book-keeping,  ac- 
counting, reporting,  and  industrial  management  of  the 
companies.  In  this  good  work  the  companies  heartily 
cooperated,  with  the  distinct  understanding  that  no  pub- 
lication of  the  individual  returns  would  be  made  to  the 
possible  detriment  of  the  companies,  and  that,  so  long 
as  the  management  was  honest  and  capable,  and  profits 
within  the  bounds  of  reason,  the  companies  would  be 
defended  by  the  commission  from  competition  and  raids. 
The  result  has  not  been  all  that  could  be  desired,  but 
has,  apparently,  been  all  that  could  reasonably  be  ex- 
pected under  all  the  circumstances.  Inter-state  compli- 
cations and  outside  speculation  under  the  protection  of 
the  laws  in  other  states,  have  brought  enormous  difficul- 
ties to  the  work  of  the  commission.  But  it  is  not  too 
much  to  say  that,  for  the  first  time  in  x^merica,  the 
managers,  at  least,  of  the  industr}-  have  been  induced  to 
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put  their  affairs  in  order,  and  are  able  themselves  to  say 
what  it  costs  economically  to  make  and  distribute  gas 
under  normal  conditions.  Vast  amounts  of  money  have 
been  saved  the  public  by  the  prevention  of  so-called 
competition,  for  which,  of  course,  the  public  always  ulti- 
mately pays.  Over-capitalization  of  existing  companies, 
while  not  absolutely  abolished,  has  been  greatly  checked, 
and  in  some  cases  actually  reduced,  to  the  great  advant- 
age of  the  public.  But,  better  still,  more  careful  in- 
dustrial management  has  been  developed.  At  the  same 
time  much  valuable  scientific  information  has  been 
given  to  the  public,  while  all  the  facts  in  the  case  have 
been  put  into  scientific  form,  and  have  forever  passed 
from  the  exclusive  control  of  the  interested  parties — the 
companies.  It  is  true  that  the  greater  part  of  this  valu- 
able information  is  yet  locked  up  in  the  State  House  at 
Boston.  But  some  day,  when  both  the  companies  and 
the  public  become  a  little  better  educated,  the  data  will 
all  be  published.  Meantime  the  indirect  effects  of  the 
reports  of  the  commission  and  of  officers  and  employes 
of  the  Massachusetts  companies  passing  from  these  well 
managed  companies  to  those  outside  the  state  can 
scarcely  be  estimated. 

The  attempts  to  settle  the  relations  of  these  compa- 
nies elsewhere  by  penal  statutes,  and,  by  compensation 
clauses  and  contract  at  j^rivate  law,  have  always  proved 
futile,  and  from  the  nature  of  the  case  must  continue 
to  do  so  as  long  as  a  knowledge  of  the  facts  of  the  in- 
dustry is  all  on  one  side.  This  is  doubly  true  when 
that  side    consists  of  a  few    shrewd  men  who  are  able 


Investigation  of  Distribution  of    JVater,    Gas,   etc.      75 

to  combine  to  carry  out  a  definite  policy.  The  popular 
theory  grants  the  advantage  of  the  companies,  but 
falsely  ascribes  it  to  the  superior  wickedness  of  those 
engaged  in  this  industry.  This  exclusive  knowledge  of 
the  facts  enables  the  gas  interests  to  disprove  or  at  least 
cast  doubt  upon  every  claim  advanced  for  compensation 
to  the  public.  This  is  done,  too,  without  giving  enough 
of  the  secrets  of  the  company  to  the  public  to  give  it  an 
ad\'antage  in  future  negotiations.  The  temptations 
under  which  such  a  system  places  those  engaged  in  the 
industry  are  apparent,  and  are  much  greater  than  any 
civilized  government  ought  to  place  upon  its  subjects. 
In  this  perpetual  warfare,  each  party  tries  to  get  all  it 
can  from  the  other.  The  morals,  manners,  and  methods 
but  not  the  strength,  of  the  parties  are  substantially  the 
same. 

If  it  be  true  that  the  companies  are  at  present  stronger 
than  the  state,  it  follows  that  compromise  with  them  is 
the  only  rational  method.  But  is  any  compromise  in 
anywise  favorable  to  the  public  possible  ?  It  follows 
from  what  has  already  been  said  that  contract  at  private 
law  is  no  solution  of  the  problem.  The  conditions  of  a 
fair  contract  are  destroyed  by  the  unequal  positions  of 
the  parties.  Any  contract  under  such  conditions  into 
wdiich  the  companies  may  be  temporarily  forced,  will 
be  either  evaded  or  modified  at  the  instigation  of  the 
companies,  as  soon  as  it  proves  unfavorable  to  them. 
There  is  but  one  solution,  then,  if  we  are  not  to  rush 
into  the  experiment  of  public  ownership  without  any 
facts  on  which  to  justify  the  undertaking  of  such  an  ex- 
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periiiient.  That  solution  is  monopoly  regulated  not  by 
contract  but  by  the  sovereign  power  of  the  state,  and, 
in  the  name  of  the  state.  The  road  to  such  control  lies 
through  public  inspection  and  effective  audit.  That 
audit  can  be  made  effective  only  by  the  consent  and  co- 
operation of  the  companies.  To  gain  that  consent  we 
must  grant  the  companies  compensation  in  the  form  of 
undisturbed  monopoly,  and,  for  the  present,  high  profits. 
For  an  ultimate  reduction  of  profits  below  what  the  com- 
panies are  now  striving  for,  is  inevitable  under  such 
a  system  of  public  audit.  It  will  be  said  that  the 
companies  will  oppose  such  legislation  as  bitterly  as 
they  have  opposed  all  previous  attempts  at  regulation. 
That  such  legislation  to  be  successful  must  proceed  ten- 
tatively, slowly,  and,  with  a  provision  for  high  profits 
for  some  time  to  come,  is  perfectly  plain.  But  most  of 
the  larger  gas  properties  are  managed  speculatively, 
and,  besides,  the  interested  parties  are  beginning  to  feel 
that  some  concessions  to  popular  demands  are  inevita- 
ble. Under  these  circumstances,  those  in  charge  of  the 
interests  are  ready  to  compromise  in  good  faith  along 
the  lines  suggested.  For,  although  they  foresee,  as  a 
result  of  an  honest  and  efficient  public  audit  an  ultimate 
reduction  of  profits,  they  much  prefer  that  such  a  re- 
duction, if  it  must  come,  should  take  effect  at  some  in- 
definite future  time,  and  after  the  present  managers 
have  had  time  to  forecast  it,  and  consequently  to  adjust 
themselves  to  it,  rather  than  to  submit  to  expropriation 
or  a  sudden  and  immediate  reduction  of  profits  as  a 
result  of  hostile  legislation. 
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The  duty,  then,  of  the  disinterested  student  in  the 
present  crisis  is  to  attempt  to  educate  public  opinion  up 
to  this  method  of  procedure.  But  this  means  a  very- 
gradual  reform,  and  that  is  exactly  what  the  average 
citizen  will  not  at  present  tolerate.  His  program,  espe- 
cially if  he  be  in  politics,  is  always  an  immediate  reduc- 
tion of  charges  to  the  public,  with  a  corresponding  low- 
ering of  profits.  In  this  he  demands  an  impossibility. 
Such  an  attitude  towards  the  companies  doubtless  tends 
to  lower  the  possi:  le  profits  of  unregulated  monopoly  ; 
but,  at  the  same  time,  it  tends  to  keep  the  economic  cost 
of  the  service  high.  This  is  the  point  of  vital  interest 
to  the  public  welfare. 

It  follows  from  what  has  been  said  that  rational,  sci- 
entific, discussion  of  the  advantages  or  disadvantages  of 
public  ownership  is  at  present  entirely  out  of  the  ques- 
tion. The  facts  for  such  a  discussion  are  wholly  lack- 
ing. The  preliminary  work,  referred  to  above,  must  be 
done  before  that  question  can  be  passed  upon.  But 
when  this  preliminary  work  of  getting  at  the  facts  shall 
have  been  accomplished,  it  is  not  impossible  that  the 
mere  light  of  publicity  will  destroy  the  more  important 
abuses,  against  which  the  agitation  for  public  ownership 
is  aimed.  It  may,  in  fact,  be  seen  that  the  present  evils 
result  largely  not  from  the  form  of  ownership,  but  from 
this  secrecy  and  the  evils  growing  directly  out  of  it.  If 
that  should  prove  to  be  the  case,  the  occasion  for  public 
ownership  will  disappear  with  the  secrecy. 

In  the  light  of  these  considerations,  what  can  we  ex- 
pect from    the   proposed  investigation  into  the  facts  of 
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this  industry  under  the  direction  of  the  United  States 
Commissioner  of  Labor.  I  am  unable  to  share  com- 
pletely the  optimistic  hopes  of  that  distinguished  official 
in  regard  to  the  positive  information  likely  to  be  ob- 
tained. But  as  an  important  and  necessary  step  in  the 
process  of  education  outlined  above,  I  welcome  the  in- 
vestigation. I  have  no  doubt  that  some  positive  results 
of  value  will  be  attained.  I  am  sure,  also,  that  if  the 
result  were  to  be  wholly  negative,  the  effort  would  be 
worth  all  it  costs. 

]Mr.  Wright :  In  answer  to  the  remarks  of  the  various 
gentlemen,  which  remarks  have  interested  me  greatly,  I 
would  simpl}^  say  that  I  have  had  some  experience  in 
getting  at  the  cost  of  production.  So  far  as  the  United 
States  Department  of  Labor  is  concerned,  it  is  not  ex- 
pected that  much  information  will  be  obtained  from  the 
officers  of  the  companies  through  correspondence.  This 
method  generally  proves  a  failure.  We  send  experts  to 
examine  the  books,  and  in  all  instances  it  is  found  that 
there  are  many  private  corporations  patriotic  enough  to 
open  their  books  to  the  Department's  experts  and  to  help 
in  every  way  possible.  Of  course,  there  will  be  no  dif- 
ficulty in  getting  at  the  books  of  municipal  plants.  So, 
even  if  the  difficulties  are  as  great  as  outlined  by  some 
of  the  gentlemen  who  have  spoken,  I  assure  you  they 
have  been  anticipated  and,  so  far  as  possible,  overcome. 
The  investigation  will  be  a  success  ;  if  not,  it  will  be 
the  first  failure  of  the  Department.  If  it  is  a  failure,  it 
must  be  in  some  respects  a  success. 
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Mr.  ]\I.  S.  Greenoiigli  :  ^  I  did  not  intend  to  make  a 
speech  and  it  is  owing  to  a  betrayal  of  confidence  that  I 
do  so.  It  is  true  that  I  was  connected  with  the  establish- 
ment of  the  Massachusetts  Gas  Commission.  I  was  at 
that  time  in  the  service  of  the  Boston  Gas  Light  Com- 
pany. The  commission  was  created  too  late  to  prevent 
the  introduction  into  Boston  of  the  Bay  State  Company 
and  its  stock  watering  manoeuvers,  but  for  the  state  at 
large  it  has  been  an  unquestioned  benefit.  It  not  only 
lifts  the  veil  from  the  mysteries  of  gas  making,  but  it 
affords  a  remedy  to  the  consumer  against  injustice,  of 
protection  to  the  companies  aga.inst  piratical  raids. 
Give  the  companies  assurance  that  they  will  not  be  in- 
terfered with  in  the  legitimate  prosecution  of  their  busi- 
ness and  those  of  them  who  are  already  acting  fairly 
will  be  glad  to  show  their  figures,  and  those  who  are 
not  can  be  compelled  to  do  so.  To  ask  them,  however, 
in  their  unprotected  condition  to  go  into  any  details 
which  may  be  used  against  them  afterwards,  would  be 
only  waste  of  time.  As  to  municipalities  supplying  gas, 
while  it  is  theoretically  a  possibility,  practically  it  has 
been  a  failure  in  this  country  for  reasons  which  I  need 
not  go  into.  I  think  it  will  be  some  time  before  any 
city  or  town  in  Ohio  will  sell  its  gas  at  seventy-five 
cents  as  we  do  here,  and  show  a  profit  in  the  transaction. 

1  President  of  the  Cleveland  Gas  Lieht  and  Coke  Co. 


8o  American  Economic  Association  Hajid-Dook. 

Rate-Making  and  Taxation. 

ABSTRACT  OF  PAPER  BY  PROFESSOR  A.  T.   HADLEY,  YALE  UNIVERSITY. 

In  times  past  we  distinguished  taxes,  which  were 
payments  to  the  government  for  public  purposes,  and 
prices,  which  were  payments  to  individuals  for  sj^ecific 
services.  To-day  there  is  coming  into  increasing  promi- 
nence an  intermediate  form  of  payments  which  we  may 
call  rates.  Charges  made  by  the  post-office  for  carrying 
letters,  by  the  municipality  or  by  the  water  company  for 
water  service,  charges  made  by  the  telegraph  company 
for  messages  or  by  the  railroad  company  for  shipments, 
belong  to  this  class.  In  one  sense  they  are  payments 
for  specific  services  ;  if  you  are  ready  to  do  without  the 
service  you  do  not  have  to  pay  the  charge.  In  another 
sense  they  do  not  belong  to  this  category  ;  for  they  are 
contributions  to  a  mass  of  general  expenses  rather  than 
compensations  for  specific  expenses  incurred  in  each  in- 
dividual service. 

Rates  are  like  taxes  in  being  contributions  for  a  pub- 
lic purpose.  The  law  recognizes  this  public  character 
by  allowing  the  railroads  or  water  companies  to  con- 
demn land.  Just  as  the  members  of  a  local  group  are 
taxed  by  the  municipality  for  the  general  expenses  of 
running  the  city,  so  the  members  of  an  industrial  group 
are  taxed  by  the  railroad  administration  for  general  ex- 
penses of  the  railroad.  It  makes  very  little  difference 
with  the  character  of  the  transaction  whether  the  rail- 
road be  owned  by  a  private  corporation  or  by  the  state. 
The  difference  between  state   and  private   roads  is   not 


Rate-Making  ayid  Taxation.  8i 

nearly  so  iiiucli  in  their  traffic  management  as  in  their 
financial  relations. 

A  rate  however  is  unlike  a  tax  in  at  least  one  very 
important  particular.  To  avoid  a  tax  you  must  change 
your  abode ;  to  avoid  paying  a  rate  you  need  only  dis- 
pense with  the  receipt  of  the  service.  If  I  do  not  wish 
to  pay  the  postage,  I  need  not  send  the  letter.  This 
voluntary  character  of  the  transaction  makes  the  rate, 
from  the  consumer's  standpoint,  conform  to  the  law  of 
marginal  utility,  although  the  collective  quality  of  the 
expense  involved,  from  the  producer's  standpoint,  re- 
moves the  rate  largely  or  wholly  from  the  operation  of 
the  law  of  marginal  cost.  It  is  a  charge  based  on  bene- 
fit if  looked  at  in  one  wa}',  and  a  tax  based  on  ability 
if  looked  at  in  another  way. 

Perhaps  the  most  important  distinction  between  rates 
and  ordinary  taxes  is  the  method  adopted  for  ascertain- 
ing ability.  It  is  an  experimental  one.  Reduce  the 
rates  and  see  if  the  traffic  expands  sufficiently  to  make 
good  the  loss.  If  it  does,  then  the  old  rate  was  too  high 
for  the  rate-payers'  ability.  This  is  the  principle  of 
charging  what  the  traffic  will  bear  ;  and  when  applied 
it  is  probably  a  better  method  of  adjusting  burdens  to 
ability  than  any  other. 

But  with  agents  as  we  find  them  it  is  not  certain  to 
be  applied  intelligently.  Hence  the  legitimate  demand 
for  rate  regulation.  The  corporations'  resistance  to  this 
legitimate  demand  often  precipitates  a  conflict  which 
leads  to  a  struggle  for  reduction  of  profits — a  very 
much  less  intelligent  procedure.  Examples  of  its  evil 
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effect  are  seen  in  the  pooling  clause  of  the  Interstate 
commerce  act,  and  in  the  unintelligent  demand  for 
state  ownership  of  many  monopolies  which  are  probably 
better  off  in  private  hands. 

We  are  accustomed  to  speak  of  our  great  industrial 
monopolies  as  private  property  affected  with  a  public 
use.  It  would  perhaps  be  more  truthful  and  more  salu- 
tary to  invert  this  conception  and  consider  them  as 
public  functions  delegated  to  private  management.  We 
should  not  think  of  rate  regulation  as  an  encroachment 
on  private  rights  of  private  property,  but  of  rate-making 
as  an  extension  of  its  functions. 

Discussion. 

Dr.  Victor  Rosewater  :  While  I  do  not  want  to  take 
direct  exception  to  what  Professor  Hadley  has  said,  I  think 
there  are  two  or  three  points  which  have  not  been 
brought  out  in  their  proper  light.  With  respect  to  ^.he 
voluntary  character  of  rates,  and  the  involuntary  char- 
acter of  taxes,  the  distinction  is  by  no  means  so  sharp 
as  Professor  Hadley  would  lead  us  to  believe.  He  men- 
tioned special  assessments  as  resembling  rates  in  their 
voluntary  character.  Although  historically  special  as- 
sessments were  originally  voluntary  payments,  they  are 
so  no  longer.  Formerly  when  a  sidewalk  was  ordered 
laid,  the  assessment  was  levied  only  in  case  the  owner  of 
the  abutting  property  did  not  care  to  build  it  himself  or 
have  it  built  by  private  contract.  Now,  in  most  Ameri- 
can cities,  the  sidewalk  is  built  and  the  expense  charged 
against  his  property  whether  he  wants  the  sidewalk  or 
not  and  whether  he  wants  to  pay  or  not. 
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The  same  is  true  with  reference  to  certain  rates.  We 
are  told  that  if  a  man  does  not  want  to  pay  two  cents 
for  the  transmission  of  a  letter  he  need  not  send  the  let- 
ter. But  this  is  not  true.  The  post-office  looks  at  the 
sender  of  a  letter  entirely  impersonally.  If  the  letter  is 
sent,  two  cents  must  be  paid.  The  sender  of  every  let- 
ter must  pay  two  cents.  There  is  nothing  voluntary 
about  it.  He  is  even  prohibited  by  law  from  sending  it 
in  any  other  way.  It  is  a  little  different  with  express  rates. 
There  the  parcel  may  be  sent  through  one  of  several 
competing  express  companies,  or  perhaps  by  post,  and  if 
the  sender  is  dissatisfied  with  the  rate  he  may  try  else- 
where.    Illustrations  might  be  multiplied  indefinitely. 

If  we  extend  our  survey  a  little,  therefore,  we  discover 
that  it  is  rather  the  exclusiveness  or  non-exclusiveness 
of  the  service  that  determines  whether  the  rate  resem- 
bles a  tax  or  a  price.  Where  there  is  complete  or  ap- 
proximate monopoly,  the  charge  largely  resembles  a  tax  ; 
where  there  is  competition,  it  resembles  a  price.  The 
question,  then,  it  seems  to  me,  becomes  this  :  Shall  the 
rates  be  fixed  by  experiment  of  the  government  itself, 
or  by  experiment  of  private  individuals  or  corporations 
free  from  all  restraint,  or  by  experiment  of  private  indi- 
viduals or  corporations  subject  to  regulation  by  public 
officials  responsible  and  accountable  to  the  public  ?  I 
do  not  care  to  enter  into  a  discussion  of  this  broad  sub- 
ject here,  but  it  seems  to  me  to  be  the  vital  question  to 
which  this  discussion  is  really  preliminary. 

Mr.    Harry   T.   Newcomb  :    According   to    Professor 
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Hadley's  paper  and  the  great  value  to  which  it  is  en- 
titled, it  seems  to  me  desirable  to  call  attention  in  this 
place  to  some  of  the  obstacles  to  the  application  of 
scientific  principles  to  railway  rate-making  in  this 
country  and  at  the  present  time.  Systematically  and 
profitably  to  carry  out  any  satisfactory  principles  of 
rate-making,  it  will  be  necessary  to  be  able  to  deal  with 
the  railways  of  the  country,  or  at  least  those  in  certain 
extended  regions,  practically  as  with  a  unit.  This  can 
not  now  be  done.  Seven  or  eight  hundred  boards  of 
directors  employ  one  knows  not  how  many  officials  of 
varying  grades,  each  endowed  with  more  or  less  inde- 
pendent rate-making  authority.  The  rates  of  one  line, 
adjusted  profitably  and  so  far  as  its  own  patrons  are  con- 
cerned equitably,  may  and  frequently  do  make  the 
similarly  adjusted  rates  of  another  carrier  which  trans- 
ports goods  that  compete  in  a  common  market  relatively 
unreasonable  and  unjust.  There  are  also  conditions, 
one  need  not  say  how  frequent,  which  make  it  desira- 
ble to  extend  transportation  facilities  to  regions  which 
cannot  for  a  time  furnish  traffic  in  paying  quantities. 
In  the  postal  service  this  is  accomplished  by  charging 
the  balance  of  expenses  over  receipts  of  the  sparsely 
populated  districts  upon  those  in  which  population  is 
more  dense  and  the  service  consequently  more  profita- 
ble. How  far  a  similar  practice  would  be  justified  in 
connection  with  railway  transportation  is  problematic, 
but  it  is  certain  that  it  is  desirable  in  many  instances  to 
extend  transportation  facilities  to  regions  in  which  they 
cannot  be  secured  at  all  through  independent  corpora- 
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tions,  or,  if  obtained,  are  supplied  under  speculative 
conditions  that  unreasonably  enhance  their  cost, — a  cost, 
be  it  understood,  which  must  finally  and  inevitably  be 
recompensed  by  the  public  in  charges  for  railway 
services. 

These  obstacles  are  accentuated  by  anti-pooling  laws, 
but  no  pooling  arrangement  yet  proposed  will  entirely 
eliminate  them,  as  nothing  less  than  the  practical  unifi- 
cation of  railway  facilities  can  accomplish  that  result. 

Professor  F.  W.  Taussig :  Professor  Hadley,  with  his 
usual  acuteness  and  ability,  has  called  attention  to  the 
mode  in  which  a  series  of  charges  or  payments,  some 
made  to  the  state,  some  made  to  corporations  or  even  to 
private  individuals  shade  into  each  other  by  slight  gra- 
dations ;  and  he  has  suggested  a  point  where  he  would 
draw  a  significant  line  of  division.  The  fundamental 
question  is,  how  far  the  likenesses  on  either  side  of  the 
line  outweigh  the  differences,  and  which  sets  of  pay- 
ments on  the  whole  most  resemble  each  other.  I  think 
I  should  be  disposed  to  draw  the  line  at  a  different  point 
from  that  suggested  by  him.  In  some  cases  the  state 
gives  :  in  other  cases  the  state  sells.  When  it  sells, 
(say,  water,  or  postal  services,)  its  charges  doubtless  are 
mainly  analogous  to  those  of  a  railway  company  which 
sells  transportation  services.  But  when  it  gives, — for 
example,  when  it  furnishes  schools  gratis,  the  conven- 
iences of  public  highways  gratis,  police  protection 
gratis, — the  charge  by  way  of  taxation  seems  to  me 
fundamentally  different.     When  I  say  that   it  gives,   I 
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mean,  of  course,  that  it  gives  to  the  individual  beneficiary, 
asking  no  questions  as  to  whether  he  as  an  individual 
has  paid  or  has  not  paid. 

Obviously  this  is  not  the  situation  when  two  cents  is 
charged  for  carrying  every  letter,  and  so  much  a  year 
for  the  water  furnished  by  a  city.  In  these  cases  we 
have  prices,  which  seem  to  me  very  different  from  taxes. 
Railway  rates  and  other  corporation  charges  doubtless 
present  many  points  of  resemblance  to  public  prices, 
but  they  seem  to  me  fundamentally  different  from  taxes. 

Another  point  may  be  mentioned.  No  doubt  it  is 
true  that  a  railway  rate  is  not  regulated  by  the  cost  of 
the  specific  service.  But  this  seems  to  me  to  be  ex- 
plained not  by  the  fact  that  railway  charges  are  anala- 
gous  to  taxes,  where  also  there  is  no  precise  correspond- 
ence of  cost  with  price,  but  by  the  fact  that  a  railway's 
expenses  are  so  largely  joint  expenses.  The  explanation 
of  the  phenomenon  lies  in  the  character  of  railway 
operations  and  the  impossibility  of  apportioning  ex- 
penses to  specific  services,  rather  than  in  the  analogy  of 
a  railway  to  a  public  body  levying  taxes.  To  refer  to 
an  illustration  which  I  have  already  used  in  print :  the 
different  articles  which  we  get  from  cattle, — meat,  fat, 
hides,  horns, — are  produced  at  joint  cost,  and  therefore 
no  one  of  them  is  sold  at  a  price  regulated  by  the  spe- 
cific expense  of  producing  it.  It  does  not  follow,  how- 
ever, that  the  price  of  beefsteak  is  regulated  by  the 
same  principles  as  those  which  underlie  taxes. 

Professor  T.  N.  Carver :  We  as  economists  are  so  ac- 
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customed  to  emphasize  the  difference  between  competi- 
tion price  and  monopoly  price  that  I  suppose  one  takes 
his  life  in  his  hands  when  he  ventures  to  protest  against 
such  a  distinction.  Yet  at  the  risk  of  being  a  voice  crying 
in  the  wilderness,  I  insist  that  there  is  no  real  difference. 
We  are  told  that  the  cost  of  production  fixes  competition 
price  and  that  monopoly  price  is  determined  by  the  prin- 
ciple of  largest  net  returns.  But,  in  reality,  every  estab- 
lishment whether  producing  under  competitive  or  mo- 
nopolistic conditions  sells  on  the  same  principle.  They 
all  seek  the  largest  net  returns.  But  it  so  happeiis  that 
in  the  case  of  an  establishment  producing  under  competi- 
tive conditions,  the  largest  net  returns  are  secured  by  sell- 
ing at  or  near  the  cost  of  production.  But  in  the  case  of 
a  monopoly,  it  does  not  happen  that  the  largest  net  re- 
turns are  secured  by  selling  at  the  cost  of  production, 
but  usually  at  some  point  above.  The  essential  princi- 
ple is  the  same  in  both  cases,  and  the  fact  that  competi- 
tion price  roughly  corresponds  in  some  cases  to  the  cost 
of  production  is  incidental.  Therefore  we  cannot  fairly 
say  that  there  is  any  one  class  of  prices  with  which 
taxes  are  to  be  compared.  If  any  comparison  is  to  be 
made  it  must  be  with  prices  as  a  whole  and  not  with 
monopoly  prices  alone. 

It  seems  to  me  that  the  similarity  between  taxes  and 
prices,  monopoly  prices  if  you  choose,  begins  and  ends 
right  here.  There  is  a  point  above  which  taxes  may  not 
go  ivithoiit  loss  of  revenue.^  just  as  there  is  a  point 
above  ivhich  prices  may  not  go  without  loss  0/  profits. 
But  beyond  this  the  resemblance  fails  and  we  come  im- 
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mediately  to  an  important  difference.  It  is  this  :  pri- 
vate establishments  always  try  to  pnt  prices  high 
enongh  to  secnre  the  highest  net  returns,  whereas  the 
state  does  not  seek,  and  seldom  reaches  that  limit  in  the 
levying  of  taxes.  It  seeks  rather  to  pnt  the  tax  as  low 
as  is  consistent  with  the  fiscal  needs  which  it  is  designed 
to  supply. 

Professor  Hadley  :  I  am  not  quite  ready  to  leave  the 
matter  with  Mr.  Taussig.  The  question  is  not  whether 
the  resemblances  or  the  differences  are  more  important  ; 
but  whether  a  line  of  division  can  be  profitably  drawn 
between  payments  made  for  things  whose  cost  can  be 
ascertained  and  things  whose  cost  cannot  be  ascertained. 
You  can  find  out  the  cost  of  a  coat  ;  but  God  Almighty 
does  not  know  how  much  it  costs  to  haul  a  car  load  of 
nails  from  Chicago  to  San  Francisco.  Hence  we  pay  a 
price  for  our  coats  ;  while  we  pay  something  which  is 
more  like  a  tax  for  our  railroad  shipments. 


Discussion. — The  Relation  of  the  Teaching  of 
Economic  History  to  the  Teaching  of  Politi- 
cal Economy. 

LED  BY  PROFESSORS  HENRY  B.  GARDNER,  BROWN  UNIVERSITY,  HENRY  R. 
SEAGER,  UNIVERSITY  OF  PENNSYLVANIA,  AND  GEORGE  W.  KNIGHT,  OHIO  STATE 
UNIVERSITY. 

Professor  Gardner  :  Recognizing  fully  the  necessity  of 
carrying  the  study  of  economic  history  into  the  most 
advanced  stages  of  instruction  in  economics,  the  purpose 
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of  this  paper  is  to  iirg-e  the  iinportance  of  inchiding 
systematic  instruction  in  economic  history  in  the  general 
introductory  course  usually  given  in  our  colleges. 

The  purpose  of  such  a  course,  at  least  for  those  stu- 
dents (usually  in  the  majority)  who  do  not  take  advanced 
work,  and,  I  believe,  for  those  who  do  as  well,  should  be 
to  develop  the  capacity,  so  far  as  possible,  to  form  intel- 
ligent and  broad-minded  judgments  on  the  economic 
questions  which  are  constantly  forcing  themselves  on 
the  attention  of  the  community.  To  accomplish  this 
purpose  it  is  necessary  to  give  the  student  certain  infor- 
mation, to  point  out  the  more  available  sources  whence 
this  stock  of  information  may  be  increased,  and  to  give 
him  some  training  in  methods  of  economic  observation 
and  analysis.  The  information  given,  it  seems  to  me, 
should  include  i,  a  description  of  the  most  essential 
features  of  the  structure  and  working  of  the  economic 
organism  ;  2,  a  statement  of  the  main  principles  or  laws 
revealed  by  an  analysis  of  those  forces  which  are  funda- 
mental under  the  existing  system  ;  3,  an  outline  of  the 
principal  elements  of  strength  and  weakness  in  this 
system  and  of  the  more  important  plans  for  modifying 
it.  Instruction  has  generally  been  concentrated  on 
economic  analysis  and  its  results,  the  structure  of  the 
economic  organism  and  the  elements  of  strength  and 
weakness  in  the  existing  system  being  treated  not 
systematically  but  incidentally,  for  the  purpose  of  illus- 
trating, or  showing  the  limitations  or  bearing  of,  some 
piece  of  economic  analysis. 

The   failure   to  describe  systematically   and   compre- 
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lieiisively  the  foundations  and  structure  of  economic  life 
has  had  an  unfortunate  effect  on  the  attitude  of  students 
towards  both  economic  theory  and  questions  of  economic 
policy.  As  regards  economic  theory  the  student  is  left 
without  the  knowledge  necessary  to  estimate  correctly 
its  real  scope  and  significance,  to  see  clearly  its  relation 
to  economic  life  as  a  whole,  the  field  within  which  its 
conclusions  hold  true,  the  nature  of  the  limitations  to 
which  they  are  subject,  and  to  what  extent  they  are 
valuable  even  when  they  fail  to  explain  completely  the 
actual  phenomena  of  economic  life.  This  lack  in  the 
student's  equipment  may  lead,  according  to  the  character 
of  his  mind,  to  either  of  two  opposite,  but  equally  un- 
fortunate, results :  he  may  look  upon  economic  theory 
as  mere  theory,  having  little  bearing  on  questions  of 
actual  life,  and  hence  discard  it  altogether,  or  he  may 
treat  the  differences  between  the  conclusions  of  economic 
theory  and  the  facts  of  actual  life  as  of  minor  import- 
ance and  temporary  in  character ;  he  may  even  regard 
the  conditions  under  which  the  conclusions  of  economic 
theory  hold  true  as  ideal  conditions  to  which  the  facts  of 
economic  life  should  be  made,  as  nearly  as  possible,  to 
conform. 

As  regards  the  student's  attitude  towards  practical 
problems  the  same  lack  of  knowledge  of  the  structure 
of  economic  life  leads  to  a  failure  to  distinguish  what  is 
essential  and  rigid  in  the  existing  system  from  what  is 
non-essential  and  flexible. 

If  the  view  here  set  forth  is  correct  it  follows  :  i,  that 
a    description    of  the    structure    and    working   of    the 


The    Teaching  of  Economic  History.  91 

economic  organism  is  essential  even  in  an  introdnctory 
course  in  economics,  and  2,  since  the  purpose  of  such 
description  is  not  merely  to  illustrate  points  of  economic 
theory,  or  arguments  on  disputed  questions  of  economic 
policy,  but  to  develop  the  breadth  of  view  essential  to 
the  right  comprehension  of  both  theory  and  policy,  that 
it  should  deal  with  its  subject  not  piecemeal  and  inci- 
dentally but  systematically  and  comprehensively. 

The  importance  of  economic  history  in  this  connec- 
tion is  evident.  The  existing  economic  system  is  a 
comparatively  recent  historical  development,  it  cannot 
be  regarded  as  final  but  is  at  this  moment  undero-oinof 
important  changes  under  the  influence  of  forces  some  of 
which  have  been  acting  for  generations  while  others 
have  developed  only  within  a  very  recent  period.  In 
order  to  understand  what  is  characteristic  in  such  a  sys- 
tem, to  estimate  justly  the  relative  importance  and  per- 
manence of  the  various  elements  of  which  it  is  com- 
posed, and  to  distinguish  its  controlling  tendencies,  it  is, 
if  not  absolutely  necessary,  at  least  extremely  helpful 
to  understand  its  historical  origin  and  to  compare  it 
with  earlier  and  simpler  systems.  This  result  can  be 
best  accomplished,  I  believe,  by  a  comprehensive  view 
of  economic  history.  Disjointed  historical  references, 
however  frequent,  can  never  attain  the  same  end,  be- 
cause they  can  never  give  a  view  of  the  movement 
of  economic  life  as  a  whole.  Another  great  advan- 
tage of  the  study  of  economic  history  is  that  it  brings 
out,  better  than  anything  else  can  do,  the  inter- 
relations of  different  phases  of  social  activity   and  thus 
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impresses  on  the  student's  mind   the   essential   unity  of 
social  life  and  of  the  sciences  which  treat  of  it. 

As  regards  the  point  at  which  the  teaching  of  economic 
history  should  be  introduced  there  are  both  logical  and 
pedagogical  reasons  for  placing  it  at  the  opening  of  the 
course.  It  is  logical  that  the  description  of  the  economic 
organism  should  precede  the  analysis  of  the  forces  at 
work  in  it ;  it  is  pedagogically  helpful  to  familiarize  the 
student  with  the  more  easily  comprehensible  descriptive 
matter  as  a  preparation  for  the  somewhat  abstract  con- 
ceptions of  economic  theory.  The  same  reasons  which 
lead  us  to  place  the  descriptive  matter  as  a  whole  before 
the  analytical  portion  of  the  work  will  lead  us  to  place 
the  history  of  economic  life  before  the  description  of 
the  existing  system  ;  such  a  treatment  not  only  enables 
the  student  to  trace  the  actual  course  of  development  of 
economic  organization,  but  by  acquainting  him  first 
with  the  simpler  forms  of  organization  which  have  pre- 
vailed in  earlier  periods  it  minimizes  the  initial  difficul- 
ties of  the  subject  and  prepares  the  way  for  a  readier 
comprehension  of  the  complex  economic  system  of  today. 

Professor  Henry  R.  Seager  :  The  question  under  dis- 
cussion is  a  pedagogical  one,  but  of  interest  to  students 
of  political  economy  as  well  as  to  teachers  of  that  sub- 
ject. Rules  laid  down  in  regard  to  the  best  plan  for 
supplementing  economic  instruction  with  instruction  in 
economic  history  should  serve  as  guides  to  private  stu- 
dents as  well  as  to  college  professors.  Modern  conditions 
make  all  thoughtful  persons  students  of  economic  prob- 
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lems  and  thus  give  to  our  discussion  a  very  wide  signifi- 
cance. 

Looking  at  the  matter  as  a  political  economist  my  ex- 
perience has  led  me  to  the  following  conclusions  : 

A.  The  outline  course  in  economic  history  which  has 
become  prominent  in  college  curricula  during  the  last 
ten  years  is  an  indication  of  dissatisfaction  with  the 
methods  of  historical  and  economic  instruction  com- 
monly practiced.  Courses  in  general  history  must  be 
recast  so  as  to  assign  due  importance  to  economic  forces. 
When  this  is  done  the  one-sided  treatment  of  history 
which  we  have  in  these  outline  courses  in  economic 
history  will  no  longer  be  needed. 

B.  The  defects  in  current  methods  of  teaching  eco- 
nomics are  two  :  (i)  Instead  of  arriving  at  the  premises 
to  be  employed  in  economic  reasoning  by  the  inductive 
study  of  the  concrete  facts  of  business  life,  these  are 
presented  to  classes  as  dogmatic  propositions,  which  seem 
to  them  hypotheses  rather  than  abstractions,  (2)  Ex- 
clusive attention  to  economic  theory  results  in  the  crea- 
tion of  half-baked  dogmatists  instead  of  scientifically 
trained  students  of  social  phenomena. 

C.  The  remedies  for  these  two  defects  are  :  (i)  To 
preface  the  study  of  the  principles  of  economics  by  a 
course  in  "  descriptive  economics."  (2)  To  supplement 
the  theoretical  course  with  a  course  in  economic  history. 

D.  As  an  antidote  against  dogmatism,  economic  his- 
tory should  be  studied  according  to  the  "  period"  and 
not  the  "  outline"  method. 

E.  Economic   history  should  also  be  studied  in  con- 
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iiection  with  courses  on  the  history  of  economic 
theory  and  on  practical  economic  problems,  and  tliese 
should  come  at  the  end  of  the  entire  course  in 
economics. 

The  study  of  economic  history  is  not  a  necessary  or 
useful  introdiictioii  to  the  study  of  economic  theory. 
In  fact  economic  history  itself  loses  much  of  its  force 
when  studied  in  advance  of  economic  theory.  An  ade- 
quate introduction  to  the  latter  study  is  found  in  a 
description  of  the  concrete  business  phenomena  and 
business  institutions  of  the  present. 

Exclusive  attention  to  the  present,  however,  fails  to 
develop  the  historical  sense  so  essential  to  investigators 
of  social  phenomena.  The  student  is  too  apt  to  con- 
clude that  the  institutions  of  to-day  always  have  been 
and  always  will  be.  To  correct  this  impression  economic 
history  ought  to  be  studied,  not  in  outline,  for  this  con- 
veys the  equally  erroneous  impression  that  the  economic 
institutions  of  one  epoch  developed  out  of  the  economic 
institutions  of  the  preceding  epoch  ;  but  with  reference 
to  some  well-defined  period.  Since  the  object  is  to  em- 
phasize the  flexibility  of  economic  institutions,  that 
period  should  be  chosen  for  study — of  which  we  have 
adequate  knowledge — which  is  in  most  striking  contrast 
with  the  modern  period.  Such  a  period  is  that  of  the 
manorial  system  and  gilds  in  England,  or  that  of  the 
Industrial  Revolution  in  the  same  country.  It  is  be- 
lieved that  the  intensive  study  of  either  one  or  both  of 
these  periods,  which  shall  emphasize  the  contrasts  with 
modern  conditions  they  present,  will  accomplish   more 
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in  the  direction  of  developing  an  historical  sense  in  the 
minds  of  students  than  the  more  exhaustive  study  of 
economic  history  according  to  the  outline  method. 
This,  however,  by  no  means  exhausts  the  service  which 
economic  history  may  render  students  of  economics. 

The  study  of  the  history  of  economic  theory  loses 
much  of  its  value  unless  accompanied  by  a  study  of  the 
economic  conditions  to  which  each  set  of  theories  owed 
its  origin,  Ricardian  economics  cannot  be  adequately 
understood  unless  the  business  England  in  which  Ri- 
cardo  lived  has  been  examined.  The  same  is  true  of 
every  other  great  system  of  economic  thought. 

On  the  other  hand  no  practical  economic  problem  can 
be  solved  by  reference  to  modern  conditions  and  to 
theory  alone.  In  every  case  recourse  must  be  made  to 
the  facts  of  economic  history  and  only  that  solution 
which  accords  with  the  general  trend  of  economic  de- 
velopment can  be  satistory  or  lasting. 

In  conclusion,  then,  the  arrangement  of  courses  in 
economics  which  commends  itself  to  the  speaker's  mind 
is  as  follows  : 

(i)  Descriptive  Economics,  which  supplies  students 
with  the  premises  to  be  used  in, 

(2)  Theoretical  Economics. 

(3)  The  Economic  History  of  some  distinct  period 
presenting  numerous  contrasts  with  modern  conditions, 

(4)  The  History  of  Economic  Theory  interpreted  in 
the  light  of  economic  history. 

(5)  Practical  Economic  Problems,  to  be  studied  by 
reference  to  theory  and  history  alike. 
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Professor  G.  W.  Knight  :  Political  economy  is  a  state- 
ment and  discnssion  of  the  canses  and  forces  underlying 
industrial  action  and  phenomena,  and  of  the  laws  to  which 
individuals  in  society,  consciously  or  unconsciously, 
subject  themselves  or  are  subjected  in  the  attainment  of 
industrial  purposes  and  the  fulfillment  of  industrial 
functions. 

By  economic  history  is  meant  the  history  of  the  facts 
and  changes  in  the  agricultural,  industrial  and  com- 
mercial life  of  the  world  that  have  given  the  character 
and  tone  to  different  industrial  epochs  or  eras,  and 
which  have  produced  the  industrial  institutions  of  the 
present  time,  in  the  same  way  that  past  political  eras 
have  resulted  in  present  political  institutions  and  theo- 
ries. Present  economic  theory  is  the  theory  of  an  in- 
dustrial society  built  upon  and  conditioned  by  past 
industrial  and  economic  development.  Hence  it  would 
seem  essential  to  the  correct  estimate  of  the  principles 
and  maxims'of  present  political  economy  that  at  least  a 
cursory  knowledge  of  the  history  of  industrial  and 
economic  society  be  had  in  hand  as  a  basis. 

Confining  the  discussion  to  elementary  or  under- 
graduate work,  I  hold  that  a  descriptive  knowledge  of 
economic  history — the  industrial  past — and  of  the  facts 
of  the  industrial  present  is  important  to  a  good  under- 
standing of  the  laws  and  theory  ui^on  which  economic 
society  is  constructed  and  acts  ;  therefore  such  study 
may  best  precede  the  study  of  political  economy. 

The  teachers  of  history  and  of  political  science  have 
already  reached  an  analogous  conclusion  as  to  the  study 
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of  political  science  and  theory.  ^Modern  instrnction  in 
civil  government  and  civics  in  the  secondary  schools, 
and  in  political  science  and  political  theory  in  the  col- 
leges and  universities,  follows,  not  precedes,  the  more 
or  less  elaborate  study  of  general  and  political  history. 
The  report  of  the  Committee  of  Ten  before  the  National 
Educational  Association  adopts  this  order  absolutely. 
Yesterday  the  preliminary  report  to  the  American 
Historical  Association  of  its  Committee  of  Seven  ad- 
vocates the  same  idea.  Everywhere  the  historical  basis 
is  insisted  on  in  teaching  political  science.  To-day  one 
would  stand  condemned  who  offered  a  course  in  political 
institutions  in  general  or  of  a  particular  state,  or  one  in 
the  theory  of  government,  to  students  who  had  no  prior 
knowledge  of  the  political  history  of  the  world  or  of  the 
particular  state.  What  the  political  scientist  has  found 
profitable  and  best  in  his  field  the  teacher  of  economics 
will  find,  is  finding,  expedient  in  the  realm  of  political 
economy. 

At  the  present  time  the  teacher  of  history,  through 
no  direct  fault  of  his  own,  is  not  covering  this  portion 
or  phase  of  the  historical  field.  His  view  is  general,  or, 
if  specific,  almost  always  purely  political  or  religious  or 
constitutional.  Hence  general  courses  in  history,  even 
though  they  may  and  usually  do  precede  the  first  study 
of  political  economy,  do  not  adequately  deal  with 
economic  facts  and  changes.  It  is  true  that  in  the 
broad  sense  economic  history  is  only  a  part  of  general 
history  ;  still  sufficient  emphasis  is  not  as  yet  laid  on 
the  economic  forces  and  changes  and  facts ;  they  are 
7 


98  Amcrica7i  Economic  Association  Hatid-Book. 

often  obscured,  slurred  over,  or  ignored  by  the  teacher 
of  history  in  his  search  for  and  exposition  of  the  mass  of 
political,  religious  and  other  facts  and  forces.  Hence 
economic  history  must,  as  yet,  be  handled  by  itself,  and 
probably  for  some  time  be  taught  by  the  instructor  in 
political  economy  rather  than  the  teacher  of  history  as 
that  term  is  usually  understood. 

Preferably  the  teaching  of  economic  history  should  be 
done  in  a  separate  preliminary  course  covering  at  least  a 
term  or  a  semester.  Where  necessary,  but  with  far  less 
satisfactory  results,  it  may  form  an  introductory  portion 
of  the  first  course  in  political  economy.  Where  four  or 
five  hours  a  week  for  a  semester  or  longer  are  allowed  for 
such  an  elementary  course  in  economics,  the  first  quarter 
of  that  time  can  be  well  used  for  a  rapid  descriptive  sur- 
vey of  economic  history,  especially  of  England,  and 
possibly  for  a  brief  description  of  present  business  organi- 
zation. The  use  of  economic  history,  I  take  it,  for  the 
student  of  political  economy  at  this  stage  is  not  merely 
to  illustrate  principles.  Such  occasional  excursions  into 
economic  history  as  were  suggested  by  the  last  speaker 
leave  no  distinct  impressions  on  the  student  regarding  the 
meaning  and  course  of  that  history,  and  further,  such 
illustrations  taken  out  of  their  proper  setting  are  often 
both  inexact  and  misleading. 

The  tendency  toward  priority  of  instruction  in  eco- 
nomic history,  it  seems  to  the  present  speaker,  has 
become  quite  marked  during  the  last  eight  or  ten  years, 
in  both  large  and  small  institutions,  and  in  both  east  and 
west.  I  believe  it  is  a  tendency  in  the  right  direction 
and  one  to  be  stimulated. 
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After  the  study  of  the  principles  of  political  economy, 
thus  preceded  by  economic  history,  the  student  comes 
naturally  to  the  contemplation  of  present  economic  prob- 
lems and  reforms,  and  later  to  the  history  of  economic 
theory  in  connection  with  the  intensive  study  of  economic 
history.  Here,  and  still  more  in  graduate  work,  is  the 
proper  place  for  that  exhaustive  and  intensive  examina- 
tion of  economic  periods  advocated  by  the  last  speaker. 
Save  in  very  rare  instances  such  study  of  economic  his- 
tory as  he  has  in  mind  does  not  seem  fitted  to,  or  to  fit 
into,  the  early  stages  of  the  study  of  political  economy. 

Dr.  James  Schouler  :  As  far  as  I  have  written  history 
I  have  tried  to  bring  out,  suggestively  at  least,  the  eco- 
nomic life  so  far  as  it  could  properly  be  discovered.  We 
must  admit  that  the  study  of  former  ages  in  an  eco- 
nomic light  aids  us  immensely  for  the  present.  Con- 
sider, for  instance,  in  the  case  of  our  own  country,  what 
new  industrial  conditions  have  developed  from  the  in- 
vention of  the  cotton  gin,  the  application  of  steam  to 
locomotion,  and  the  discovery  of  gold  in  California. 
The  prophetic  promise  us  at  this  very  day  a  redistribu- 
tion of  our  vast  population  as  the  result  of  our  new 
practical  appliance  of  electricity.  The  first  aim  of  eco- 
nomic study  should  be,  of  course,  a  solution  of  the 
great  problems  of  our  present  life ;  yet  we  may  derive 
much  secondary  help  from  a  knowledge  of  our  eco- 
nomic history  and  the  facts  of  past  experience. 

Professor  J.  M.  Vincent :  I  find  myself  incidentally 
defined  in  this  discussion  as  an  administrator  of  antidotes. 
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I  accept  the  definition  willingly  because  I  find  that  stu- 
dents of  economics  often  need  an  antidote  of  history. 
This  fact  comes  out  occasionally  at  a  point  so  late  in  a 
man's  career  as  his  doctor's  examination,  when  he  fails 
to  know  the  elementary  history  of  factors  in  his  own 
specialty.  This  is  not  the  fault  of  his  instructors  in 
economics.  The  student  has  been  so  occupied  with  the 
present  theory  that  he  neglects  the  historical  develop- 
ment. I  do  not  teach  economic  theory,  but  I  am  obliged 
to  observe  its  presence  at  all  points  in  history,  for  na. 
tions  and  communities  live  and  act  according  to  some 
theory,  whether  they  are  conscious  of  it  or  not.  I  am 
greatly  indebted  to  economists  for  instruction  in  method, 
for  their  rules  for  the  observation  of  the  present  afford 
many  hints  for  the  study  of  the  past.  Yet  I  believe  that 
history  lies  at  the  bottom  of  an  intelligent  understanding 
of  existing  institutions,  whether  political,  social  or 
economic. 

As  to  the  question  immediately  under  discussion,  I 
have  little  to  offer,  for  the  courses  which  I  conduct  in 
economic  history  are  for  graduate  students.  This  work 
goes  forward  without  regard  to  what  is  being  done  in  the 
department  of  economics,  except  that  I  stop  at  what  may 
be  called  the  beginning  of  the  present.  I  deliver  the 
young  men  safely  into  the  hands  of  Adam  Smith.  The 
teachers  of  the  history  of  theory  do  the  rest. 

As  to  method,  I  am  convinced  that  political  history 
and  economic  history  should  be  conducted  on  parallel 
lines.  This  expands  the  amount  of  matter  to  be  treated  in 
a  given  period  and  may  render  impossible  in  the  time  al- 
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lotted,  the  consideration  of  many  things  of  interest  but 
the  main  currents  of  progress  can  be  traced.  It  would 
be  impossible  tlius  to  follow  the  course  of  history  in  a 
solid  mass  from  beginning  to  end,  but  cross  sections  may 
be  made  at  suitable  points.  The  conditions  visible  at 
these  points  should  be  attentively  studied,  looking  back- 
ward to  see  what  progress  has  been  made,  and  forward 
to  observe  tendencies  at  work.  A  synoptical  view  of 
political,  social  and  economic  progress  may  thus  be  ob- 
tained, to  the  better  understanding  of  each  of  these 
factors. 

Professor  W.  A.  Scott :  I  think  Professor  Gardner's 
view  is  the  correct  one.  The  objections  to  his  plan 
which  Professor  Seager  raises  do  not  seem  to  me  to  be 
valid.  A  general  course  in  economic  history  need  not 
be  any  more  misleading  than  an  intensive  course  on  some 
one  period.  Either  may  be  misleading  if  it  is  improp- 
erly presented,  but,  properly  presented,  neither  need  be. 
Professor  Seager  also  seems  to  overlook  the  fact  that  only 
a  general  course  can  furnish  the  student  with  the  infor- 
mation needed  for  testing  the  validity  and  estimating  the 
value  and  limitations  of  many  of  the  theories  with  which 
he  has  to  deal  in  the  study  of  political  economy.  Theo- 
ries, for  example,  like  those  of  Henry  George  and  the 
socialists,  which  attempt  to  explain  the  evolution  of 
economic  life,  can  be  properly  criticised  and  tested  only 
by  those  who  are  familiar  with  the  actual  facts  of  the 
case. 
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Some    Results   of   an    Inquiry    on   Taxation    in 
Massachusetts. 

ABSTRACT   OF    TAPER    BY    PROFESSOR    F.    W.    TAUSSIG,    HARVARD    UNIVKRSITY. 

The  object  of  this  paper  is  not  to  discuss  theories  or 
remedies  but  to  present  some  facts  about  the  working  of 
taxation  in  Massachusetts.  In  1896  a  commission  was 
appointed  of  which  I  was  a  member,  and  charged  with  the 
duty  of  collecting  facts  and  making  recommendations. 
The  facts  which  it  was  most  difficult  to  ascertain  were 
as  to  the  nature  of  the  personal  property  assessed  for 
taxation,  and  more  especially  as  to  the  amount  of  the 
taxed  stocks,  bonds,  and  other  intangible  personalty, 
as  compared  with  the  stock  in  trade,  machinery,  cattle, 
and  other  tangible  personal  property.  On  this  subject 
the  Commission  was  able  to  gather  new  and  surprising 
information.  In  considering  this  information,  however, 
it  must  be  borne  in  mind  that  a  considerable  amount  of 
intangible  personal  property  {i.  e.^  securities  and  the 
like)  is  not  taxable  by  local  bodies  in  Massachusetts. 
All  stocks  in -Massachusetts  corporations  are  taxable  to 
the  corporation  by  the  state,  and  the  individual  owners 
are  not  subject  to  local  taxation  at  all.  Mortgages  on 
Massachusetts  real  estate  are  virtually  exempt  from 
taxation  ;  and  savings  bank  deposits  are  taxed  by  the 
state  at  a  special  moderate  rate.  But  all  shares  in  for- 
eign corporations,  all  mortgages  on  foreign  realty,  all 
bonds  of  corporations,  states  and  cities,  all  "  monies  at 
interest,"  are  taxable  to  the  owner  by  the  town  or  city 
authorities  ;  and  the  question  was  how  much  of  each  kind 
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of  personal  property  was  actually  reached  by  local  taxa- 
tion. It  was  known  that  of  the  total  property  taxed, 
about  three  quarters  was  real  estate,  and  one  quarter 
was  personal  property,  but  it  was  not  known  how  this 
one  quarter  of  personal  property  was  constituted. 

The  Commission  secured  information,  first,  as  to  the 
cities  of  the  state,  excepting  Boston,  and  secondly,  as 
to  the  towns.  In  the  cities  the  tangible  personalty 
(chiefly  the  stock  in  trade  and  machinery)  was  about 
$130,000,000,  and  the  intangible  about  $65,000,000,  a 
ratio  of  about  two  to  one.  As  to  Boston,  where  about 
$200,000,000  of  personal  property  is  assessed,  no  precise 
information  was  obtainable,  but  it  was  estimated  that 
the  intangible  and  the  tangible  were  each  about  one- 
half  of  the  total.  In  the  country  towns  the  situation 
was  apparently  different.  Here  $84,000,000  of  stocks, 
bonds,  and  securities  (intangible)  were  assessed  against 
$64,000,000  of  tangible.  But  this  excess  of  intangible 
personalty  was  found  to  be  due  to  the  peculiar  situation 
of  a  few  exceptional  towns.  In  18  selected  towns  there 
was  found  to  be  a  great  excess  of  intangible  property  ; 
$52,000,000  of  stocks  and  securities  were  assessed  in  these, 
and  ouly  $3,000,000  of  tangible  personal  property.  In  the 
remaining  304  towns,  however,  it  appeared  that  the  ratio 
was  about  two  to  one,  the  same  as  in  the  cities, — $61,000,- 
000  of  tangible  against  $31,000,000  of  intangible  prop- 
erty. The  few  towns  in  which  there  was  a  large  ac- 
cumulation of  intangible  personal  property  were  the  so- 
called  "  tax-dodging"  towns.  In  these  a  large  number  of 
persons  of  means  had  taken  up  their  residence  and,  even 
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though  they  were  not  assessed  stringently,  added  a 
large  anionnt  of  intangible  personalty  to  the  tax  valna- 
tion  of  the  town.  Hence  in  these  towns  the  anionnt  of 
personal  property  assessed  was  large,  the  assessments 
low  and  the  tax-rate  low  ;  whereas  in  strictly  agricultural 
towns  the  anionnt  assessed  of  personal  property  was  low, 
the  assessments  stringent  and  the  tax-rate  high. 

The  Commission  also  made  inquiries  about  the  extent 
to  which  sworn  returns  were  handed  in  by  taxpayers. 
The  laws  require  the  handing  in  of  sworn  returns  by 
each  taxpayer,  but  with  no  stringent  penalties  for  fail- 
ure to  hand  in  a  return.  In  32  cities  it  was  ascertained 
that  only  5,075  sworn  statements  were  handed  in, 
although  in  these  cities  there  were  no  less  than  221,000 
taxpayers  assessed  for  property,  and  82,000  assessed  for 
personal  property.  The  great  mass  of  the  property  and 
the  great  majority  of  the  taxpayers  were  assessed,  not  by 
sworn  returns,  but  by  estimate  of  the  assessors,  or 
"doomage."  The  dooming  process  was  satisfactory 
enough  as  to  real  estate  and  not  unsatisfactory  as  to 
tangible  personal  property,  such  as  machiner)-  and  stock 
in  trade.  But  it  was  admittedly  uncertain,  unequal,  and 
inefficient  as  to  intangible  personal  property 

The  general  results  of  the  inquiries  of  the  Commission 
were,  first,  that  the  amount  of  tangible  personal  property 
which  was  taxed  exceeded  the  amount  of  the  intangible  ; 
secondly,  that  the  existing  system  of  taxation  in  Massa- 
chusetts led  to  a  concentration  of  taxable  securities  in  the 
"tax-dodging"  towns;  and  thirdly,  that  the  taxation  of 
securities  was  a  failure, — unequal,  hap-hazard  in  applica- 
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tioii,  unsound  in  principle  and  admittedly  bad  in  its 
practical  workini^.  This  nnsatisfactory  sitnation  was  not 
due  mainly  to  inefficiency,  still  less  to  corrn])tion  on  the 
part  of  the  assessors,  but  to  the  inherent  defect  of  the 
system  itself.  Consequently  the  Commission  proposed  a 
radical  chang-e  of  the  system.  They  proposed  the  com- 
plete abolition  of  all  taxes  on  intangible  personalty,  such 
as  stocks,  bonds  and  securities.  In  substitution  for  them 
they  proposed,  first,  a  g-eneral  inheritance  tax  at  the  rate 
of  5  per  cent,  on  estates  exceeding  $10,000 ;  second, 
a  habitation  tax  on  occupants  of  dwellings  whose  rental 
value  was  over  $400  per  year,  this  tax  being  on  presumed 
or  estimated  incomes  as  indicated  by  the  character  of  the 
dwelling  occupied  by  the  taxpayer.  The  habitation  tax 
was  to  be  at  the  rate  of  ten  per  cent,  on  the  excess  of 
rental  value  over  $400. 


Discussion. — INIethods  of  Teaching  Economics. 

LED     BY    PROFESSORS   ARTHUR    T.     HADLF.Y,     YALE    UNIVERSITY,     AND    RICHMOND 
MAYO-SMITH,      COLUMBIA      UNIVERSITY. 

Professor  Hadley  :  We  must  distinguish  between  two 
things :  First,  the  substance,  or  ivhat  we  are  to  teach  ; 
and  second,  the  manner,  or  hoiv  we  are  to  teach. 

The  substance  has  been  sufficiently  discussed  under 
the  topic  "  The  Relation  of  the  Teaching  of  Economic 
History  to  the  Teaching  of  Political  Economy."  The 
manner  divides  itself  into  three  heads,  viz  :  the  reci- 
tation, the  lecture,  and  the  exercise.  For  elementary 
classes  the  recitation  and  exercise  should  be  given   the 
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dominant  place  ;  as  students  advance  the  importance  of 
the  lecture  becomes  more  prominent  ;  when  advanced 
teaching  is  reached  the  recitation  may  be  practically 
discontinued  ;  the  lecture  takes  the  all  important  place, 
while  the  exercise  becomes  an  occasional  supplement. 

In  the  beginning  the  student  must  tie  himself  to  a 
text-book.  But  you  will  not  know  whether  the  student 
understands  unless  you  ask  him  questions.  Some  can 
read  a  book  and  remember  without  a  motive  ;  but  such 
students  are  rare.  An  examination  may  serve  as  a  mo- 
tive, but  this  is  generally  too  far  off.  The  quiz  or  daily 
recitation  seems  to  serve  the  purpose  best.  The  ques- 
tions should  not  be  mechanical  but  life  should  be  in- 
jected into  them.  Professor  Sumner  made  great  use  of 
the  written  recitation  for  a  part  of  the  time.  The  ob- 
jection is  that  it  kills  the  instructor.  It  has  all  but 
killed  Professor  Sumner.  In  my  own  elementary  classes, 
I  give  one  lecture  a  week,  then  use  the  other  two  hours 
for  divided  sections  with  old  fashioned  recitations  con- 
ducted by  younger  instructors. 

The  enforcement  of  regularity  is  very  helpful.  The 
mere  attendance  is  a  great  safeguard  ;  for  a  man  must 
absorb  to  some  extent.  In  conclusion  I  would  say,  in- 
sist on  regularity  of  attendance  clear  through.  First 
emphasize  the  recitation,  then  the  lectures,  and  lastly, 
written  papers  or  exercises. 

Professor  Mayo-Smith  :  I  interpreted  the  question 
more  broadly  than  Professor  Hadley.  I  agree  with  him 
for  the  most  part ;  but  the  sooner  you  can  get  the  stu- 
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dent  out  of  tlie  book  the  better.  The  living  voice  is 
most  effective.  Compulsory  attendance  is  apt  to  make 
the  instructor  lazy.     It  takes  away  his  responsibility. 

I  believe  that  method  of  teaching  is  best  that  ac- 
complishes what  we  want.  We  want  to  increase  the 
student's  knowledge  and  leave  him  at  the  end  a  better 
man.  I  ask  myself  two  questions  :  First,  what  are  these 
men  here  for  ?  Second,  what  am  I  here  for  ?  What  is 
my  object  in  teaching  ?  I  must  comprehend  what  they 
want  or  I  miss  connection.  On  the  other  hand  unless  I 
know  what  I  want  there  will  be  no  system.  Unless  we 
have  these  two  things  in  hand  no  method  is  worth 
anything. 

We  know  in  general  what  the  student  wants.  Most 
of  them  come  into  the  class  expecting  to  have  difficult 
questions  solved.  We  should  grasp  hold  here  and  take 
advantage  of  this  desire  ;  but  we  want  to  give  them 
fundamental  principles  too  in  order  that  they  may  be 
able  to  grapple  with  the  problems  of  the  day. 

Two  things  are  very  useful  to  me.  One  is  an  intro- 
duction in  which  the  gradual  evolution  of  economic 
principles  is  worked  out.  This  is  the  first  important 
thing  to  get  in  a  study  of  economic  institutions.  I  em- 
phasize the  development  of  economic  freedom  and  the 
institution  of  private  property,  but  I  do  not  lay  stress 
on  economic  history.  So  I  satisfy  the  student's  desire 
for  accurate  knowledge.  Then  I  make  him  see  that 
this  is  not  all  accident,  and  as  a  result  he  views  it  from 
a  higher  standpoint.  The  second  ground  is  ethical. 
Ethics  must  be  considered.     Young  men  and  ladies  may 
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be  too  idealistic  but  we  are  apt  to  be  too  cold.  We  must 
ask  are  these  things  right.  We  may  reach  the  conclu- 
sion that  what  is,  is  right.  What  is  would  not  be  if 
it  were  not  right.  But  we  may  also  reach  the  conclu- 
sion that  what  is,  is  unjust.  Injustice  and  hardship 
will  come  to  some.  Conditions,  change  faster  than  we 
can  adapt  ourselves  to  them.  This  is  what  I  teach. 
But  what  are  you  going  to  do  under  these  circumstances, 
they  ask.  It  is  here  that  the  questions  of  socialism  and 
the  like  come  in.  Economic  institutions  have  been  de- 
veloped for  the  good  of  the  community  and  the  indi- 
vidual has  to  undergo  hardship  in  certain  cases  ;  but 
insurance  and  like  schemes  must  take  care  of  them. 

In  conclusion  I  would  emphasize  that  our  teaching 
should  satisfy  the  student's  desire  for  knowledge  and 
should  give  him  a  basis  on  which  to  do  further  work. 

Professor  Taussig  :  The  problem  of  dealing  with  large 
numbers  of  elementary  students  is  an  exceedingly  diffi- 
cult one,  and  in  Harvard  College  we  have  tried  various 
ways  of  solving  it.  The  ideal  method  would  be  that  of 
close  discussion  by  competent  teachers  with  classes  or 
sections  of  moderate  size.  But  where  you  have  the  most 
competent  teachers  you  commonly  have  large  numbers. 
Our  present  plan,  which  seems  to  work  well,  is  to  lecture 
to  all  the  students  (some  450)  twice  a  week,  the  lectures 
being  chiefly  comment  on  a  stated  course  of  reading. 
For  the  third  exercise  in  the  week,  they  are  divided  into 
sections,  twenty  or  so  in  a  section,  under  the  charge  of 
several  assistant  instructors.     x\t  this  third  hour,  twenty 
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minutes  of  time  are  given  to  answering  a  question  in 
writing;  the  rest  of  the  hour  is  given  to  discussion. 

It  is  of  educational  advantage  to  put  into  the  hands  of 
students  a  solid  book,  which  in  our  subject  must  be  a 
hard  book.  It  is  because  of  its  educational  value,  and 
because  it  prevents  any  delusions  as  to  economic  ques- 
tions being  easy  of  solution  that  we  still  begin  our  in- 
struction by  using  Mill. 

Professor  F.  C.  Clark  :  The  first  thing  necessary  in  a 
discussion  of  this  kind  is  to  describe  the  class  of  students 
to  whom  the  methods  are  applied.  This  has  not  been 
done  to-day,  either  in  the  discussion  on  economic  history 
this  morning  or  in  the  present  discussion.  We  cannot 
come  together  and  compare  methods  accurately  unless 
we  at  least  define  the  grade  and  preparatory  equipment 
of  the  students  taking  the  work. 

At  the  Ohio  State  University  the  majority  of  the  stu- 
dents that  take  elementary  economics  as  a  required  study 
take  it  in  their  sophomore  year,  having  had  little  pre- 
vious training  in  history  and  no  previous  training  in 
economics.  These  students  are  first  treated  to  a  fev/  in- 
troductory lectures  on  the  growth  and  development  of 
the  science,  and  are  made  acquainted  with  the  lives 
and  writings  of  the  more  prominent  economists,  past 
and  present.  Then  the  text-book  (Walker's  Advanced 
Course)  is  taken  as  a  guide,  and  reliance  is  placed  on 
the  following  expedients  as  supplementary  work  to  give 
breadth  of  view  and  laboratory  practice  : 

(a)  Parallel    readings    in    other    authors    to    acquire 
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familiarity  with  "  the  sources"  as  the  historians  near  by 
would  say  ; 

(b)  Economic  problems  to  be  solved  in  connection 
with  text-lesson,  and  the  answers  to  be  incorporated  in  a 
well  kept  note-book  ; 

(c)  Easy  investigation  into  business  life,  labor,  etc., 
involving  a  search  for  practical  illustrations  of  princi- 
ples ;  (students  are  especially  fortunate  in  Columbus  in 
having  an  agricultural  and  an  engineering  department 
attached  to  the  University  and  a  large  city  as  a  labora- 
tory besides.) 

(d)  A  daily  black-board  bulletin  furnished  by  each 
student  in  turn  and  read  at  the  opening  of  the  session. 
The  purpose  of  this  is  to  stimulate  the  reading  of  busi- 
ness (trade  and  financial)  literature  and  to  keep  the  stu- 
dent in  touch  with  the  real  world  every  day. 

(e)  A  question  box  wherein  are  placed  all  questions 
on  any  subject  gone  over.  It  is  impossible  with  a  large 
class  to  make  all  points  clear  to  all.  By  the  question- 
box  method  the  teacher  learns  what  points  are  not 
understood  and  can  either  explain  the  subject  over  again 
to  the  class  or  appoint  a  meeting  with  the  inquiring 
student.  In  this  way  all  the  points  and  all  the  students 
are  kept  "rounded  up."  The  conditioning  of  students 
is  thus  minimized. 

The  text-lesson  is  usually  accompanied  by  brief,  criti- 
cal lectures  on  the  subject  in  hand  ;  sometimes  antici- 
pating the  succeeding  lesson.  These  and  other  features 
are  adopted  in  the  work  which  continues  for  twelve 
weeks. 
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The  remaining  six  weeks  of  the  semester  are  devoted 
to  practical  applications  of  economic  principles.  The 
method  pursued  here  is  wholly  different.  Walker  is 
abandoned.  We  construct  our  own  set  of  topics  and 
assign  one  to  each  student  in  advance.  Research  is 
made  in  the  library,  and  a  fifteen  minute  paper  ac- 
companied by  a  complete  bibliography  is  presented  by 
the  student  and  read  by  him  before  the  class.  Each 
member  is  required  to  prepare  and  deliver — when  called 
upon — a  three  minute  speech  on  the  topics  of  the  day, 
or  he  may  criticize  extempore  the  paper  read.  The 
"  wind"  is  kept  out  of  such  speeches  by  requiring  a  cita- 
tion of  authorities  for  opinions  expressed. 

It  is  remarkable  how  much  original  material  can  be 
mined  among  sixty  students  by  this  method.  They 
come  from  all  parts  of  the  state  and  bring  together  a 
great  many  valuable  observations.  The  results  have 
been  eminently  satisfactory  from  all  points  of  view. 

Such  in  brief  constitutes  the  method  of  teaching 
elementary  economics  at  the  State  University.  There 
are  unique  methodological  features  in  the  advanced 
courses  but  time  will  not  permit  mention  of  them  here. 


Discussion. — The  Problem  of  the  Reform  of  the 
Currency. 

LED    BY    PROFESSOR    F,    W.    TAUSSIG   AND    MR.    HORACE   WHITE. 

Professor  Taussig :  I  shall  endeavor  to  do  no  more 
than  to  make  a  statement  of  the  proposals  made  by 
Secretary  Gage  in  his  annual  report,  and  to   consider 
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how  far  the  chancres  there  suggested  would  lead  to  im- 
portant modifications  in  the  currency  situation.  In 
doing  so,  I  shall  confine  myself  to  the  proposed  changes 
in  the  paper  money  issues,  and  shall  say  nothing  about 
the  basis  upon  which  those  issues  shall  rest.  For  the 
purposes  of  the  present  discussion,  we  may  assume  that 
the  currency  is  to  rest  on  a  gold  basis,  and  need  not  en- 
ter on  the  controversy  as  to  bimetallism. 

Three  important  proposals  are  made  in  the  report. 
First,  for  an  issue  of  new  2^  /^'  bonds  in  exchange  for 
the  present  4  ^  and  5  /^  bonds  ;  second,  new  terms  for 
the  issue  of  national  bank  notes  ;  third,  an  important 
reorganization  of  the  Treasury  Department.  I  shall 
consider  these  in  their  order. 

(i).  New  2^/^  bonds  are  to  be  issued  in  exchange 
for  the  outstanding  4  ^  and  5  '^/c  bonds,  with  an  equita- 
ble allowance  for  the  difference  in  interest.  The  new 
bonds  are  to  be  payable  after  ten  years,  at  the  pleasure 
of  the  government ;  that  is,  are  to  be  insured  against 
redemption  for  a  decade,  and  thereafter  to  be  payable  at 
the  pleasure  of  the  government.  They  are  to  be  pay- 
able, principal  and  interest,  in  gold  coin.  The  ex- 
change for  the  4  '/c  and  5  ^  bonds  is  expected  to  cause 
neither  loss  nor  gain  to  the  government  nor  to  the 
present  holders.  Secretary  Gage  also  contemplates  the 
possibility  of  an  issue  of  additional  2^^  bonds  over 
and  above  those  to  be  exchanged  for  other  bonds  now 
outstanding  and  bearing  a  higher  rate  of  interest ;  but, 
as  will  presently  appear,  the  issue  of  such  additional  se- 
curities is  no  necessary  part  of  the  changes  contem- 
plated by  him. 
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(2).  The  proposed  changes  affecting  the  national  banks 
are  three  in  nnmber.  First,  in  places  having  a  popu- 
lation of  2,000  or  less  banks  with  a  capital  of  not  less 
than  $25,000  may  be  organized.  Second,  the  rate  of 
taxation  on  national  bank  notes  is  to  be  reduced  to  one- 
half  of  per  cent,  per  annum.  Third,  certain  important 
conditions  of  new  issue  are  proposed. 

The  banks  are  expected  to  make  issues  against  the 
security  of  the  new  2  ^^  %  bonds.  These  bonds,  how- 
ever, are  not  to  be  purchased  directly  by  the  banks,  but 
are  to  be  obtained  through  the  intervention  of  the  Sec- 
retary of  the  Treasury.  The  banks  are  expected  simply 
to  deposit  in  the  hands  of  the  Secretary  of  the  Treasury 
currency — greenbacks,  treasury  notes,  or  silver  certifi- 
cates— up  to  a  total  of  $200,000,000.  The  Secretary 
is  then  at  his  convenience  to  substitute  2^  ^  bonds  for 
this  amount  of  currency.  Apparently  it  will  be  left  to 
his  discretion  to  procure  these  2  ^  ^  bonds,  either  by 
exchange  for  outstanding  bonds,  or  by  fresh  issues. 
When  he  has  substituted  the  bonds,  i.  e.^  virtually  pur- 
chased them,  with  the  currency  deposited  by  the  banks, 
that  currency  is  to  rem.ain  in  the  possession  of  the 
Treasury,  as  will  presently  be  described.  During  the 
time  intervening  between  the  deposit  of  currency  and 
the  procurement  of  bonds,  the  circulating  notes  of  the 
banks  are  to  be  exempt  from  taxation.  By  this  some- 
what circuitous  process  a  large,  fresh  deposit  of  United 
States  bonds  by  national  banks  as  security  for  circula- 
tion is  to  be  brought  about. 

This  initial  step  of  the  deposit  of  bonds  having  been 
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accomplished,  the  issue  of  notes  is  to  take  place  niider 
conditions  similar  in  the  main  to  those  now  provided, 
bnt  with  some  important  modifications.  Notes  may  be 
issued  up  to  the  par  value  of  the  new  bonds  instead  of 
up  to  ninety  per  cent,  as  the  law  now  provides.  Further, 
if  the  bank  has  deposited  bonds  up  to  fifty  per  cent,  of  its 
capital,  then  it  may  issue  additional  notes  up  to  twenty- 
five  per  cent,  of  such  deposit,  (/.  e.^  up  to  a  minimum  of 
twelve  and  one-half  per  cent,  and  a  maximum  of  twenty- 
five  per  cent,  on  its  capital).  These  additional  notes  are 
not  to  be  secured  by  any  pledge  of  bonds,  but  issued 
against  assets  of  the  bank.  The  government  is  neverthe- 
less to  guarantee  the  payment  of  these  additional  notes,  as 
well  as  of  the  notes  secured  by  bonds  ;  but,  to  protect  itself 
against  any  loss  possible  on  this  guarantee,  a  tax  of  two  per 
cent,  per  annum  is  to  be  levied  against  the  unsecured  cir- 
culation, the  proceeds  constituting  a  safety  fund  for  the 
payment  of  the  notes  of  failed  banks.  In  addition,  the 
government  in  case  of  failure  is  to  have  a  first  lien  upon 
all  assets.  So  far,  the  terms  of  issue  are  made  somewhat 
more  liberal.  On  the  other  hand  the  banks  are  to  be 
required  to  keep  a  redemption  fund  of  ten  per  cent,  of 
the  amount  of  their  notes,  instead  of  the  present  five  per 
cent.  ;  and  further,  no  notes  of  a  denomination  less  than 
ten  dollars  are  to  be  permitted. 

(3.)  For  the  reorganization  of  the  Treasury,  Secretary 
Gage  proposes  the  establishment  of  a  separate  depart- 
ment to  be  known  as  the  "  Issue  and  Redemption  Di- 
vision." This  Division  is  to  receive  $125,000,000  in 
gold  from  the  general   funds  of  the  Treasury.     It  is  to 
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receive  also  silver  dollars  and  silver  bullion  held  against 
the  certificates  and  treasury  notes  issued  under  the  acts 
of  1878  and  1890.  So  far  as  the  gold  is  concerned,  the 
new  Division  is  henceforth  to  pay  legal  tender  notes  in 
gold  on  demand,  and  thereafter  to  impound  and  hold  the 
redeemed  notes,  paying  them  out  only  on  a  re-deposit  of 
gold.  In  other  words,  it  is  automatically  to  exchange 
notes  for  gold  and  gold  for  notes,  as  the  Issue  Department 
of  the  Bank  of  England  does.  Furthermore  the  Division 
is  to  hold  not  only  such  notes  as  have  been  redeemed  in 
gold,  but  also  an  additional  sum  of  $200,000,000 
in  legal  tender  notes.  This  huge  sum  of  legal  tender 
notes  is  to  be  obtained  from  the  currency  deposits 
expected  from  the  national  banks,  as  described  under 
the  second  head.  The  banks,  it  is  true,  are  to  be  al- 
lowed to  deposit  any  and  every  form  of  currency, — legal 
tenders  or  silver, — as  a  means  of  securing  their  bonds 
from  the  Secretary  ;  but  the  Secretary  is  expected  to  ex- 
change whatever  form  of  currency  thus  comes  into  his 
hands  for  legal  tender  notes,  and  then  transfer  these  legal 
tender  notes  to  the  new  Issue  and  Redemption  Division. 
Elsewhere  Secretary  Gage  describes  this  as  the  "  condi- 
tional retirement "  of  the  sum  of  $200,000,000  of  legal 
tender  paper. 

So  much  in  explanation  of  the  plan  :  a  few  words 
now  in  comment  upon  it. 

The  establishment  of  the  Issue  and  Redemption  Di- 
vision is  unquestionably  imperative  so  long  as  the 
government  continues  to  issue  legal  tender  paper.  The 
present  situation,  in  which  there  is  no  separate  fund  of 
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specie  for  the  redemption  of  the  paper,  is  untenable. 
The  so-called  "  gold  reserve"  has  now  no  legal  existence, 
and  the  stability  of  the  circulating  medium  is  dependent 
upon  the  accidents  of  a  fluctuating  revenue  and  on  the 
unhampered  discretion  of  the  Secretary.  On  the 
other  hand,  the  question  at  once  presents  itself,  whether 
notes  which  have  been  paid  in  gold,  and  which  under  this 
plan  are  to  be  "  conditionally  retired,"  should  not  be 
destroyed  and  put  an  end  to  once  for  all.  It  is  obvious 
that  if  these  proposed  changes  are  carried  out,  the  new 
Issue  and  Redemption  Division  will  hold,  locked  up  in 
its  coffers,  at  least  $200,000,000  of  notes  and  probably 
more,  which  will  be  counted  upon  the  Treasury  accounts 
as  cash  and  which  will  present  to  Congress  and  to  the 
public  the  spectacle  of  a  huge  accumulation  of  money, 
available  for  any  desired  expenditure  and  presenting  a 
constant  temptation  both  to  extravagance  and  to  infla- 
tion of  the  currency.  The  political  dangers  of  such  a 
situation,  and  the  difficulty  of  preventing  legislation 
which  will  destroy  the  beneficial  effects  of  the  proposed 
plan,  suggest  themselves  at  once. 

It  is  obvious,  however,  that  the  practical  working  of 
the  plan,  so  far  as  the  conditional  retirement  of  the 
$200,000,000  of  legal  tender  notes  is  concerned,  depends 
upon  the  extent  to  which  the  national  banks  will  avail 
themselves  of  the  new  opportunities  offered  them.  If 
the  banks  find  the  new  arrangement  tempting,  the 
operation  may  take  place  on  a  considerable  scale  ;  if 
not,  the  only  important  change  for  the  Treasury, — this 
to  be  sure  is  one  of  great  importance, — will  be  the  trans- 
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fer  of  $125,000,000  of  gold  from  the  general  funds  to  the 
Issue  Division.  Now  it  seems  to  me  questionable 
whether  the  new  terms  of  issue  offered  to  the  banks  will 
tempt  them  to  any  great  extent.  It  is  true  that  a  bank 
will  be  able  to  buy  2  ^  /io  bonds  at  par,  or  very 
nearly  at  par,  will  be  able  to  issue  notes  up  to  the  par 
value  of  the  bond,  and  will  be  subject  to  a  tax  of  only 
one-half  of  i  %.  But  it  will  still  have  to  lock  up  in  a 
2^;/^  security  whatever  part  of  its  capital  it  uses  for 
the  purposes  of  issuing  notes.  Further,  it  will  have  to 
keep  a  redemption  fund  of  ten  per  cent,  instead  of  five 
per  cent.  The  privilege  of  issuing  notes  against 
assets  without  bond  security  is  so  limited  that  it 
must  seem  doubtful  whether  anything  will  come  of  it. 
Before  availing  itself  of  this  new  privilege  a  bank  must 
invest  half  of  its  capital  in  2  5^^  bonds,  and  the 
maximum  of  its  unsecured  issue  is  only  one  fourth  of 
its  capital.  Further,  the  unsecured  issue  is  subject  to 
the  very  heavy  tax  of  two  per  cent,  a  year.  Apparently 
the  provisions  about  the  issue  of  notes  against  assets  are 
designed  to  enable  a  new  supply  of  currency  to  appear  in 
times  of  panic  and  crises,  rather  than  to  promote  the  ex- 
tension of  the  national  banking  system  into  outlying  ag- 
ricultural districts.  This  greater  permeation  of  the  na- 
tional bank  system  is  provided  for  only  by  the  permission 
to  establish  banks  with  a  capital  of  $25,000  in  places  of 
small  population.  It  is  to  be  noted  that  Secretary  Gage 
does  not  propose  to  authorize  the  establishment  of  branch 
banks  in  small  places.  On  the  whole,  while  it  is  possible 
that  some  banks  of  large  capital   will    avail  themselves 
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of  the  new  opportunities  for  note  issne,  it  is  doubtful 
whether  this  will  be  done  to  any  great  extent  and  still 
more  doubtful  whether  it  will  promote  greatly  a  spread 
of  the  national  banking  system  in  those  parts  of  the 
country  which  most  urgently  need  additional  banking 
facilities. 

In  judging  of  these  recommendations,  however,  it 
must  be  borne  in  mind  that  the  Secretary  himself  pre- 
sents them  not  as  a  final  measure  but  in  his  own  lan- 
guage, *'  as  tentative  steps  in  the  direction  which,  con- 
sistently pursued,  will  lead  to  conditions  ultimately 
desirable."  The  tone  and  temper  of  the  report,  its 
measured  statement  of  the  difficulties  of  the  situation, 
its  well  guarded  and  carefully  considered  proposals  for 
important  changes,  deserve  the  highest  commendation. 

Mr.  Horace  White :  Five  years  ago  I  was  honored 
with  an  invitation  to  address  the  Academy  of  Political 
and  Social  Science,  at  Philadelphia,  on  some  branch  of 
the  mone}'  question.  I  took  for  my  text  the  subject  of 
national  and  state  banks,  and  endeavored  to  show  that  it 
was  possible  to  have  a  currency  more  flexible,  more  easi- 
ly available,  far  less  costly,  and  much  less  dangerous 
than  silver,  by  amending  the  national  banking  law  in  a 
few  particulars.  These  amendments  would  look  to  the 
issue  of  bank  notes  under  federal  supervision,  based  on 
the  assets  of  the  banks  instead  of  government  bonds,  and 
to  a  tax  on  all  bank  notes  outstanding  for  the  accumula- 
tion of  a  common  fund  to  redeem  the  notes  of  any  failed 
bauk. 
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The  proposed  system  alreach'  existed  on  our  northern 
border,  but  the  Canadians  did  not  exactly  invent  it. 
They  merely  took  a  leaf  here  and  there,  from  time  to 
time,  out  of  the  great  book  of  banking  that  the  world 
has  been  compiling  for  centuries.  The  safety  fund  part 
of  it  was  devised  in  1829,  ^^Y  Jo-'^iah  Forman,  of  Syracuse, 
N.  Y.,  who  said  that  he  imported  it  from  China.  The 
practice  of  giving  note  holders  a  first  lien  on  the  assets 
of  failed  banks  was  an  American  conception.  It  origi- 
nated in  Connecticut  in  1830.  The  double  liability  of 
stockholders,  v/hich  is  also  an  important  part  of  the  Ca- 
nadian system,  originated  in  England,  and  was  adopted 
in  Canada  in  1835,  and  afterwards  by  several  American 
states.  The  plan  of  making  the  notes  of  a  failed  bank 
draw  interest  in  order  to  prevent  depreciation,  (now  in 
force  in  Canada  with  beneficial  results),  originated  in 
Massachusetts  as  far  back  as  181 1.  Where  and  when 
the  regular  examination  of  banks  by  public  officers  be- 
gan, I  do  not  know.  It  was  an  essential  part  of  the 
Louisiana  system  of  1842.  The  right  to  inspect  the 
affairs  of  banks  was  reserved  by  the  Massachusetts  legis- 
lature as  early  as  1784,  but  whether  it  was  exercised 
then,  I  do  not  know. 

When  the  panic  of  1893  came  on,  and  the  struggle 
over  the  repeal  of  the  Sherman  Act  became  bitter,  pre- 
saging the  division  of  parties  on  the  silver  issue  which 
took  place  last  year,  the  need  of  some  decisive  action 
for  currency  reform  became  manifest.  It  was  perceived 
that  if  the  money  standard  were  to  be  the  chief  political 
issue  for  an  indefinite  period,  not  only  would  business  be 
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forever  cringing  under  an  expected  blow,  but  a  time 
must  come  when  the  chapter  of  accidents  would  give 
victory  to  the  supporters  of  a  depreciated  currency. 
Whether  they  would  be  satisfied  with  the  measure  of  de- 
preciation implied  by  the  silver  standard,  or  would  aim 
at  something  lower,  nobody,  not  even  their  own  leaders, 
could  foretell.  These  considerations  led  to  the  action 
taken  by  the  American  Bankers'  Association  at  its  an- 
nual meeting  at  Baltimore,  in  October  1894,  and  to  the 
recommendations  made  by  Secretary  Carlisle  in  his 
annual  report  of  that  year,  which  are  known  to  all  of 
you.  The  plan  of  note  issues  without  bond  security, 
was  embraced  in  both.  Secretary  Carlisle  proposed 
however,  to  require  a  deposit  of  thirty  per  cent, 
of  United  States  legal  tender  notes,  instead  of  one 
hundred  and  ten  or  one  hundred  and  twenty  per 
cent,  of  U.  S.  bonds  as  now,  and  to  rely  upon  the 
assets  of  the  banks  for  the  remainder.  This  was 
followed  by  a  rather  hurried  investigation  of  the  Carlisle 
Plan  by  the  House  Committee  on  Banking  and  Cur- 
rency in  December,  1894.  The  plan  was  approved  and 
a  bill  in  conformity  with  it  was  reported  to  the  House. 
The  majority  against  it  was  not  large,  but  it  failed  to 
pass. 

Since  that  time,  the  subject  has  attracted  an  increas- 
ing amount  of  attention  among  economists  and  has  re- 
ceived the  approval  of  the  greater  number  who  have 
given  public  expression  to  their  views. 

When  I  began  to  consider  this  subject,  I  looked  first 
to  see  what  consequences  would  have  followed  it  under 
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our  national  bank  system  if  there  had  been  no  bond  se- 
curity pledged  for  the  redemption  of  the  notes  of  failed 
banks.  I  examined  all  the  bank  failures  from  1865  to 
1891,  and  followed  the  distribution  of  their  assets  as  far 
as  the  liquidation  had  then  proceeded.  I  found  that  out 
of  a  total  number  of  3677  banks,  there  had  been  164 
failures,  and  that  the  circulating  notes  of  these  banks  at 
the  time  of  their  failure  was  $i6,2oq,i6o.  The  assets 
of  the  same  banks  realized  $44,606,561,  or  nearly  three 
times  the  amount  of  the  notes.  A  tax  of  one-fourth  of 
one  per  cent,  per  annum  on  all  notes  outstanding  for  the 
purposes  of  a  safety-fund  would  have  yielded  more  than 
the  entire  amount  of  failed  bank  notes. 

That,  however,  is  not  the  end  of  the  argument.  We 
cannot  judge  of  the  future  by  the  past,  if  we  vary  the 
conditions.  Under  present  and  past  conditions,  banks 
are  required  to  lodge  ample  security  with  the  govern- 
ment for  their  circulating  notes.  The  door  to  fraud  is^ 
closed  in  that  quarter.  Swindling  bankers  may  defraud 
their  depositors,  but  they  cannot  cheat  their  note  holders. 
What  will  happen  if  the  door  to  that  kind  of  fraud  is 
left  open  ?  Will  not  a  new  kind  of  bankers  rush  in  ex- 
pressly to  take  advantage  of  this  open  door  ?  These  are 
pertinent  questions.  If  they  cannot  be  answered,  the 
advocates  of  that  system  of  bank  note  issues  had  best 
hold  their  peace.  The  object  of  this  paper  is  to  make 
some  answer  to  them.  Bear  in  mind  that  we  are  not 
now  dealing  with  occasional  and  ordinary  bank  failures 
like  the  one  which  took  place  in  Philadelphia  the  other 
day.     The  experience   of  the  past  has  shown   that  all 
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such  failures  cau  be  taken  care  of,  so  far  as  note  holders 
are  concerned,  b}'  means  of  a  ver^-  small  annual  tax  on 
note  issues,  a  tax  much  smaller  than  the  present  one,  so 
that  as  regards  this  kind  of  failures,  all  the  assets  might 
have  been  left  for  the  reimbursement  of  depositors. 

As  regards  the  establishment  of  banks,  with  the  intent 
to  swindle  the  public  by  means  of  fraudulent  notes,  it 
may  be  said  that  under  the  Baltimore  plan,  note 
issues  are  restricted  to  fifty  per  cent,  of  the  bank's 
capital,  except  in  certain  emergencies,  of  which  emer- 
gencies the  Comptroller  of  the  Currency  is  to  be  the 
judge.  The  bona  fide  character  of  a  bank's  capital  and 
the  means  of  ascertaining  it  have  been  reduced  to  a  sci- 
ence during  the  past  thirty  years. 

It  is  impossible  to  start  a  bank  now,  without  actually 
paying  in  the  money  which  purports  to  be  there.  It 
may  be  spirited  away  afterwards,  but  it  must  be  there  in 
■the  bes:inning:.  Moreover  it  must  have  been  contributed 
by  five  persons  and  not  by  any  less  number,  and  these 
five  persons  must  be  of  a  character  and  standing  satis- 
factory to  the  Comptroller  of  the  Currency,  because  he 
is  not  obliged  to  issue  a  certificate  for  a  new  bank  in 
any  case  whatsoever.  The  discretion  has  been  wisely 
left  to  him  to  grant  the  certificate  or  not.  If  he  does 
not  like  the  looks  of  the  new  candidate,  he  simply  with- 
holds the  certificate  and  he  is  not  obliged  to  give  any 
reasons  for  doing  so.  Evidently  this  provision  of  law 
was  adopted  for  the  purpose  of  preventing  shady  charac- 
ters from  starting  banks  under  the  national  system. 
That  certificates  have  been  refused  for  this  reason  is  a 
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fact  within  m\-  knowledge.  Granted  that  the  Comptrol- 
ler cannot  personally  know  all  the  applicants  for  bank 
charters,  he  has  means  for  finding  out  whether  they 
are  men  of  repute  in  their  respective  communities  and 
he  does  find  out. 

It  is  just  as  easy  to  start  banks  in  order  to  swindle  de- 
positors as  to  swindle  note  holders,  yet  we  know  as  a 
fact,  that  this  is  not  done.  Depositors  are  sometimes 
swindled,  no  doubt,  but  I  do  not  believe  that  the  annals 
of  the  Comptroller's  oifice  will  show  one  instance  where 
it  is  fair  to  suppose  that  a  bank  was  founded  and  its 
capital  paid  in,  with  the  intent  to  fail  and  cheat  the  de- 
positors. How  is  this  cheating  to  be  done?  Evidently 
by  making  loans  which  the  bank  officers  know  to  be 
bad.  To  do  this  is  to  put  the  bank's  capital  at  risk. 
All  the  losses  fall  first  on  the  capital,  next  on  the  stock- 
holders' liability.  Only  after  these  are  exhausted,  does 
any  loss  fall  on  depositors  and  general  creditors.  So  we 
are  asked  to  assume  that  people  of  sufficient  repute  to  pass 
muster  at  the  Comptroller's  oflice,  are  going  to  put  up 
their  ovv^n  money  and  their  personal  liability  for  an  equal 
sum  on  the  chance  of  being  able  to  swindle  the  commu- 
nity out  of  enough  to  compensate  them  for  their  loss, 
and  something  more.  But  that  is  not  the  greatest  risk 
they  incur.  The  state  prison  stares  every  one  in  the 
face  who  sets  out  on  such  a  career,  and  Judge  Lynch 
not  seldom  takes  a  hand  in  the  proceedings. 

I  have  the  very  greatest  respect  for  the  spirit  that 
prompts  opposition  to  any  change  in  the  present  system 
of  securing  bank  notes.     I  insist  however,  that  the  op- 
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position  shall  formulate  its  plan  for  the  currency  of  the 
future.  I  affirm  that  the  present  system  is  inadequate, 
that  it  is  doomed  by  natural  causes ;  that  is,  by  the 
eventual  extinction  of  the  national  debt.  Circumstances 
have  occurred  during  the  past  five  or  six  years  to  check 
the  payment  of  the  debt,  but  they  are  only  temporary. 
The  persistent  forces  are  working  the  other  way.  If  it 
be  said  that  sufficient  unto  the  day  is  the  evil  thereof,  I 
reply  that  the  evils  resulting  from  a  disordered  currency 
are  already  upon  us,  that  they  threaten  to  be  greater 
rather  than  less,  and  tliat  nothing  stands  between  us  and 
financial  chaos  except  the  uncertain  results  of  a  popular 
election. 

It  is  a  question  whether,  under  the  proposed  plan,  the 
government  ought  to  continue  to  guarantee  the  notes. 
Its  present  guarantee  involves  no  risk  because  the  banks 
first  deliver  to  the  government  more  than  the  value  of 
all  the  notes  guaranteed.  I  am  of  the  opinion  that  the 
present  guarantee  should  be  continued,  but  I  appreciate 
the  objections  to  it.  What  is  to  be  said  in  favor  of  it 
is,  that  it  leaves  no  uneasiness  in  the  mind  of  any  per- 
son touching  the  goodness  of  any  note  that  comes  into 
his  hands.  I  would  not  guarantee  the  long  continuance 
of  any  system  which  should  leave  doubts  in  the  public 
mind  as  to  the  solvency  of  bank  note  issues.  I  should 
apprehend  that  the  first  case  of  loss  arising  from  a  failed 
bank  would  be  followed  by  the  upheaval  of  the  system. 
"  But,"  you  say,  "  there  would  be  no  loss."  Yes,  we  say 
there  would  be  none  in  the  long  run,  because  if  the 
assets    of    the    banks    of    the    United    States    are    not 
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generally  good,  nothing  is  good,  our  business  is  a  sham 
and  the  government  itself  will  fail  financially,  and 
nothing  can  prevent  it.  There  would  be  no  loss  in  the 
long  run,  but  there  might  be  some  loss  unless  there  were 
a  larger  fund  to  draw  upon  than  the  amount  in  the  pro- 
posed safety  fund  at  some  particular  moment ;  that  is, 
until  it  were  replenished  in  regular  course.  Such  loss 
is  most  unlikely.  I  believe  that  it  has  never  happened 
in  Canada.  Although  they  have  had  bank  failures, 
there  has  never  been  a  case  since  the  present  system  was 
adopted,  where  a  note-holder  met  with  even  temporary 
loss.  In  fact  the  notes  of  failed  banks  have  generally 
commanded  a  slight  premium  by  reason  of  the  interest 
which  they  draw.  The  solvent  banks  hoard  them  as  a 
means  of  investing  their  surplus  funds. 

On  the  other  hand  the  argument  against  making  the 
government  responsible  for  bank  liabilities  is  very 
strong.  It  rests  upon  the  same  basis  as  the  argument 
against  the  government's  liability  for  other  private  un- 
dertakings. It  can  be  justified,  if  at  all,  only  on  the 
ground  that  the  public  are  now  so  accustomed  to  it  that 
more  harm  than  good  will  result  from  abandoning  it. 
It  may  be  said  that  since  national  bank  notes  are  not 
legal  tender,  nobody  need  take  them — hence,  that  the 
government's  guarantee  will  be  unnecessary.  But  we 
all  know  that  people  will  take  what  is  current  at  a  par- 
ticular time  and  place  and  that  wage  workers  are  often 
so  circumstanced  that  they  could  not  refuse  the  kind  of 
money  tendered  to  them,  even  if  they  had  sufficient  in- 
telligence to  discriminate. 
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An  essential  part  of  the  plan  under  consideration  is 
that  note  holders  should  have  the  first  lien  on  the  assets 
■of  failed  banks.  This  is  now  a  settled  principle  in 
banking  science.  It  results  logically  from  governmental 
control  over  banking.  When  the  government  intervenes 
between  the  bank  and  its  customers,  (as  it  does  more  or 
less  in  all  civilized  countries),  it  does  so  in  order  to  pro- 
tect the  latter.  It  may  therefore,  extend  more  or  less 
protection  to  different  classes  of  customers.  It  ought  to 
extend  most  to  those  least  able  to  protect  themselves. 
These  are  the  note-holders  who  are  the  more  helpless 
and  less  informed  portion  of  the  community.  The  pro- 
priety of  giving  them  a  prior  lien  on  the  assets  was  first 
recognized  in  Connecticut  in  1830,  but  it  was  first 
limited  to  the  holders  of  notes  of  less  denomination 
than  one  hundred  ($100)  dollars.  In  other  words,  the 
design  was  to  protect  the  poor — and  that  was  manifestly 
right. 

We  may  assume  that  this  principle  is  too  firmly  rooted 
in  the  United  States  to  be  disturbed.  Yet  we  hear  pro- 
tests now  and  then  from  the  depositors  against  this  dis- 
crimination in  the  proposed  plan.  They  do  not  perceive 
that  the  same  discrimination  exists  now,  that  the  de- 
posited bonds  are  a  part  of  the  bank's  capital  and  that 
these  are  set  aside  for  the  note  holders  first,  only  the 
overplus  going  to  the  other  creditors.  If  the  bond  se- 
curity did  not  exist,  the  bank  would  have  just  so  much 
more  capital  in  its  own  vaults,  provided  it  were  not  lost 
in  the  meantime  by  bad  banking.  Five  per  cent,  of 
the    banking   done  under    the  national  system  is  bad 
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banking,  or  sufficiently  bad  to  result  in  failure.  This 
is  shown  by  the  exj)erience  of  thirty-two  years.  As  to 
ninety-five  per  cent,  therefore,  it  can  be  proved  that  if 
the  portion  of  capital  represented  by  government  bonds 
had  been  in  their  own  vaults  all  the  time,  it  would  have 
remained  intact  and  available  for  all  purposes.  So  it 
appears  that  the  complaint  of  the  depositor  class  against 
iinjust  discrimination  in  favor  of  note  holders  has  very 
little  ground  to  rest  upon.  Yet  it  is  said  that  there  are 
other  banks  not  under  the  national  system  as  well  as 
trust  companies,  which  receive  deposits,  and  since  these 
have  no  note  liabilities  and  hence  no  prior  liens  on 
assets,  they  may  draw  depositors  from  the  national 
banks.  I  cannot  think  that  this  is  a  serious  danger. 
In  the  first  place  the  large  banks  in  cities  where  deposits 
do  most  abound,  are  not  generally  note  issuing  institu- 
tions. They  do  not  find  any  profit  in  note  issues  at 
present.  Their  note  issues  take  the  form  of  discounts  ; 
that  is,  of  entries  in  the  pass  books  of  their  customers 
authorizing  them  to  draw  checks  on  the  bank  for  certain 
amounts.  These  liabilities  and  also  the  cashier's  checks, 
take  the  place  which  bank  notes  occupy  in  the  smaller 
towns  and  rural  districts.  Although  different  in  form 
and  size  their  nature  is  the  same. 

It  is  my  opinion  that  the  safety-fund  plan  will  eventual- 
ly be  adopted,  at  first  perhaps  in  modified  form.  This 
belief  is  much  strengthened  by  the  fact  that  Secretary 
Gage's  plan  embraces  it  in  part.  The  amount  of  notes 
which  the  Secretary  would  allow  to  be  issued  against  gen- 
eral assets  is  only  twenty-five  per  cent,  in  addition  to  the 
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secured  circulation.  The  principle,  however,  is  the 
same,  and  he  says  in  his  interview  with  the  House  Com- 
mittee on  Banking  and  Currency  that  a  change  from 
the  present  method  of  note  issuing  must  be  made 
gradually.  The  experiment  must  be  tried.  If  found  to 
work  well  it  may  be  broadened, 

Hon.  A.  J.  Warner  :  While  I  hold  that  the  money 
question  must  be  considered  as  a  whole  and  not  by  parts, 
I  shall  not  discuss  here  the  silver  question.  Secretary 
Gage's  plan  virtually  proposes  to  transfer  to  the  banks 
the  issue  and  control  of  all  our  paper  currency. 

First,  what  is  the  public  to  gain  by  taking  up  our 
present  legal  tender  currency  and  substituting  therefor 
the  non-legal  tender  promises  of  banks  to  pay  ?  Or  will 
that  make  the  currency  better  ? 

But  more  important,  by  what  principle  are  the  banks 
to  be  governed  in  the  supply  of  this  currency  ?  None 
but  their  own  interest. 

As  to  an  elastic  currency,  there  never  was  such  a  cur- 
rency and  never  can  be.  There  is  no  such  relation  between 
the  demand  and  supply  of  a  currency  that  is  limitless 
and  practically  costless,  as  admits  of  automatic  regula- 
tion. An  elastic  currency  is  a  delusion,  and  I  challenge 
anybody  to  point  out  any  law  by  which  such  a  currency 
automatically  expands  and  contracts. 

There  is  no  difference  in  principle  between  basing 
currency  on  debt  and  on  land  except,  perhaps,  that  land 
is  more  limited.  The  principle  of  basing  notes  on  either 
debts  or  land  is  vicious.     It  is  Lawism  ! 
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The  value  of  a  paper  currency  can  be  made  secure 
only  by  due  limitation  of  quantity.  The  important 
thing-  is,  due  regulation  of  quantity  rather  than  security 
of  final  payment  of  notes. 

The  only  way  to  maintain  the  gold  standard  in  the 
United  States  is  to  restrict  all  other  forms  of  currency, 
and  keep  prices  so  low  that  gold  will  come  here  of  itself 
and  stay. 

Will  banks  govern  their  issue  of  paper  by  any  such 
principle  ?  No.  They  will  be  governed  by  no  princi- 
ple but  their  own  interest — there  is  no  other  principle  by 
which,  as  a  whole,  they  can  be  governed. 

As  to  repudiation,  let  me  say,  there  are  two  kinds  of 
repudiators ;  those  who  want  to  put  less  on  the  platform 
of  the  scales  and  those  who  tamper  with  the  weig^hts  on 
the  scale  beams.  The  latter  are  the  greater  thieves,  and 
by  this  easy  method  of  changing  the  weights  money  has 
been  doubled  in  value  and  property  generally  cut  down 
one-half  in  twenty-five  years. 

But  the  vital  question  here  is  :  How  is  stability  of 
money  and  prices  to  be  secured  under  a  system  of  regu- 
lation such  as  is  proposed  in  this  scheme?  I  should 
]ike  to  have  some  one  point  it  out.  If  it  has  a  scien- 
tific basis,  it  ought  to  be  shown.  I  say  it  rests  on  no  sci- 
entific principle.  I  am  sure  no  economist  who  has  writ- 
ten since  the  days  of  Ricardo,  McCullough,  Torrens  and 
Overstone,  can  be  pointed  to  as  endorsing  such  a  scheme, 
and  I  do  not  believe  there  is  an  economist  of  distinction 
living  on  either  side  of  the  ocean  who  would  claim  that 
such  a  mode  of  regulating  money  supply  was  scientific 
or  sound,  and  no  enlightened  nation  will  adopt  it. 

9 
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Mr.  White :  ]\Ir.  Warner  asked  the  question  whether 
there  would  be  sufficient  gold  for  the  purposes  of 
business,  but  he  did  not  give  us  any  standard  of  suf- 
ficiency. Such  a  question  is  not  intelligible.  I  might 
think  that  a  certain  amount  was  sufficient  and  he  might 
not. 

Mr.  Warner :  I  meant  enough  to  maintain  prices  at 
their  former  level. 

Mr.  White  :  Then  it  is  a  matter  of  opinion  whether 
they  are  maintained  at  such  level  or  not,  and  whether 
the  cause  of  price-changes  is  the  supply  of  gold  or  some- 
thing else.  Here  again  we  have  no  standard  of  sufficien- 
cy. Mr.  Warner  says  also  that  there  can  be  no  such 
thing  as  an  elastic  currency.  I  will  tell  what  I  under- 
stand by  that  term.  We  know  that  at  harvest  time  in 
the  grain  growing  states  there  is  a  greater  demand  for 
currency  than  there  is  at  other  times.  My  idea  of  an 
elastic  currency  is  a  currency  that  the  banks  can  issue 
when  it  is  demanded,  in  any  amount  that  may  be  de- 
manded without  waiting  to  import  it  from  other  states 
or  countries  and  without  waiting  to  buy  it  from  the  gov- 
ernment at  the  rate  of  ^i.io  or  $1.20  per  dollar.  This 
is  one  illustration  among  many  that  might  be  given. 

Dr.  R.  M.  Breckenridge :  In  connection  with  his 
scheme  for  currency  reform,  Secretary  Gage  proposes 
certain  amendments  to  the  National  Bank  Act.  The 
second  of  these  is  the  suggestion  to  permit  national 
banks    to    be    organized    with   a  minimum  capital    of 
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^25,000  in  any  place  having  a  popnlation  of  2,000  in- 
habitants or  less,  Mr,  Gage's  pnrpose  being  thus  to  pro- 
vide many  communities,  now  deprived  thereof,  with  the 
aid  of  banks  of  issue,  and  to  relieve  them  from  onerous 
rates  of  exchange  and  discount  charges. 

Under  the  national  banking  system,  however,  the 
burden  of  onerous  discount  charges  is  a  grievance  to 
which  not  only  numerous  villages,  but  also  many  cities, 
with  considerable  populations  and  extensive  banking 
facilities,  may  justly  pretend.  Quotations  in  Brad- 
streefs  for  forty-three  cities,  not  one  of  which  had  less 
than  25,000  inhabitants  in  1890,  show,  for  example, 
that  while  the  average  lowest  rate  of  discount  quoted 
weekly  for  first  class  double-named  commercial  paper 
has  been  4.04^  in  Boston,  and  4.6^  in  New  York,  it 
has  averaged  5.9/^  in  Chicago,  6^  in  Richmond  and 
Buffalo,  7^  in  Charleston  and  Minneapolis,  8^  in 
Omaha  and  Houston,  and  in  Denver  and  Seattle  10^, 
during  the  last  four  years,  1893- 1896. 

So  great  a  diversity  of  discount  rates  in  the  centers 
for  large  sections  of  the  country  manifestly  points  to 
organic  defects  in  the  present  mechanism  for  distribu- 
tion of  the  capital  available  for  short-term  loans.  Yet 
races  in  the  small  communities  for  which  Mr.  Gag-e 
plans  relief,  are  usually  higher  than  in  the  centers  to 
which  they  are  tributary,  and  will  probably  remain 
higher,  though  likely  enough  in  less  degree,  under  any 
system  that  may  be  introduced. 

The  devices  such  as  re-discounting,  borrowing  in  the 
principal  money  markets,  or  sale  of  capital  stock  to  in- 
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vestors  resident  in  wealthier  sections,  to  which  banks, 
where  the  capital  dearth  exists,  resort  for  relief,  have 
proved  incapable  of  overcoming  the  fanlts  of  the  present 
mechanism.  The  extent  to  which  snch  devices  have 
been  used,  permits  no  sanguine  forecast  of  their  efhciency 
in  the  future.  Adequate  relief,  either  for  large  centers 
or  small  towns  and  villages,  may  be  obtained  only  from 
some  more  radical  measure  of  reform  than  the  one  pro- 
posed, and  this,  it  is  submitted,  must  be  the  establish- 
ment of  some  form  of  branch  banking.  From  one  point 
of  view  the  incentive  for  arranging  a  better  distribution 
of  loanable  capital,  for  effecting  more  nearly  an  equaliza- 
tion of  rates,  has  hitherto  been  absent ;  from  another, 
the  opportunity  is  withheld.  Few  banks  are  willing  to 
delegate  the  management  of  even  a  part  of  their  dis- 
count business,  whatever  the  promised  returns ;  and  no 
bank  may  open  branches,  for  such  action  is  forbidden 
it  by  law. 

Mr.  Allen  R.  Foote :  About  the  first  of  August,  1893, 
I  had  a  conversation  with  Senator  Jones  of  Nevada,  upon 
the  subject  of  the  repeal  of  the  silver  purchase  law, 
for  the  consideration  of  which  an  extra  session  of  Con- 
gress was  about  to  convene.  In  effect  Mr.  Jones  made 
to  me  the  following  statement : 

The  silver  men  did  not  like  the  Sherman  purchase 
act  because  it  made  silver  a  commodity.  We  want  sil- 
ver made  a  standard  primary  money  for  final  redemption. 
We  accepted  the  silver  purchase  bill  in  the  hope  that  the 
course  of  events  would  so  equalize  the  commercial  value 
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of  gold  and  silver  as  to  bring  them  on  a  parity  at  the 
ratio  of  16  to  I.  As  the  matter  now  stands  we  shall  op- 
pose the  repeal  of  the  silver  purchase  bill  until  the  agi- 
tation of  the  subject  has  prepared  the  minds  of  the  peo- 
ple to  make  a  demand  for  the  free  coinage  of  silver  at 
the  ratio  of  16  to  i.  We  will  then  permit  the  silver 
purchase  bill  to  be  repealed.  After  that  bill  has  been 
repealed  we  will  not  permit  any  further  currency  legis- 
lation that  does  not  provide  for  the  free  coinage  of  silver 
at  the  ratio  named. 

The  course  of  events  since  the  repeal  of  the  silver 
purchase  bill  proves  Senator  Jones  to  have  been  correct 
in  his  judgment  of  the  power  of  the  silver  Senators  to 
control  legislation. 

Mr.  Horace  White  has  said  that  the  largest  financial 
institutions  do  not  issue  all  of  the  national  bank  cur- 
rency that  the  present  law  will  permit,  because  they  do 
not  find  it  profitable  to  do  so.  I  hold  in  my  hand  a  copy 
of  the  "Official  Ballot"  issued  by  the  "Patriots  of 
America "  to  be  voted  in  all  lodges  throughout  the 
United  States,  (it  is  said  this  order  has  lodges  in  some 
forty  states,)  on  the  second  Tuesday  in  January,  1898. 
On  the  back  of  this  ballot  with  other  matter,  the  follow- 
ing is  printed  : 

"  When  class  interests  are  permitted  to  do  the  thinking 
of  the  people  it  results  in  such  class  interests  utilizing 
legislation  to  enrich  themselves,  ending  in  impoverish- 
ing the  people,  creating  a  restless  and  distressed  citizen- 
ship, and  finally  despotism  to  hold  the  people  in  sub- 
jection ;  and  that  the  only  escape  from  such  a  drift  of 
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affairs  is  by  sucli  method  as  will  secure  a  majority  ex- 
pression of  opinion  from  all  the  people,  in  which  ex- 
pression the  unselfish  and  disinterested  people  will  out- 
number those  selfishly  interested  in  a  proposed  measure. 
This  is  illustrated  in  a  proposition  now  before  the 
the  American  people  : 

"  The  national  bankers  are  now  asking  the  government 
to  retire  the  greenbacks  ;  permit  them  to  deposit  govern- 
ment bonds  with  the  U.  S.  Treasurer  ;  continue  to  draw 
down  their  interest  on  the  bonds  ;  on  the  security  bonds 
to  draw  from  the  government  national  bank  notes  to 
the  full  face  value  of  the  bonds,  at  a  cost  to  the  bankers 
of  one-half  of  one  per  cent,  interest  per  annum  ;  and  in 
the  meantime  to  be  exempt  from  taxation.  Under 
present  law  they  are  borrowing  money  from  the  govern- 
ment at  the  rate  of  one  per  cent,  per  annum,  are  exempt 
from  taxation,  and  propose,  now,  to  draw  to  the  full 
value  of  their  security,  and,  to  reduce  the  rate  of  interest 
to  one-half  of  one  per  cent,  per  annum,  for  money 
which  they  loan  to  you  and  I  at  from  six  to  ten  per 
cent,  per  annum.  It  is  only  a  question  of  a  few  decades, 
when,  under  such  a  law  the  property  of  a  nation  will  be 
transferred  to  the  class  thus  benefited." 

Here  are  two  statements  directly  opposed  to  each 
other.  One,  that  the  largest  financial  institutions  do 
not  issue  the  full  amount  of  national  bank  currency  to 
which  they  are  entitled  under  the  present  law  and  the 
presumption  is  that  they  do  not  do  so,  because  they 
do  not  find  it  profitable.  The  other  statement  is, 
that    under    the    existingf     law    national     banks    are 
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permitted  to  borrow  money  at  one  per  cent,  and 
loan  out  at  from  six  to  ten  per  cent.  It  would  ap- 
pear from  this  statement  that  the  issuing  of  national 
bank  notes  is  a  very  profitable  venture,  and  the  pre- 
sumption is  that  since  it  is  profitable  the  opportunity 
should  be  taken  advantage  of  to  the  full  extent  of  the 
limit  allowed.  If  the  people  can  be  properly  educated 
as  to  the  truth  of  one  or  the  other  of  these  statements, 
or  to  know  how  to  find  the  truth  in  the  golden  mean 
between  the  two  extremes,  such  education  will  go  far 
towards  settling  the  currency  question. 
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NOTE, 


'npHIS  paper,  originally  published  in  the  Law  Quarterly  Review, 
(London),  for  October,  1897,  is  here  republished,  by  permission, 
with  some  slight  changes  designed  to  make  its  reasoning  clear  to  lay- 
men as  well  as  to  members  of  the  legal  profession. 


GOVERNMENT  BY  INJUNCTION. 


The  power  to  issue  writs  of  injunction  is  one  of  the 
chief  characteristics  of  courts  exercising  chancery  powers. 
An  injunction  perpetually  restraining  a  defendant  from 
doing  specified  acts  may  be  granted  after  full  hearing  as 
the  final  relief  sought  in  the  suit ;  but  a  preliminary  in- 
junction temporarily  restraining  the  commission  of  cer- 
tain acts,  until  the  case  can  be  finally  decided,  may  also 
be  issued  immediately  upon  the  filing  of  the  bill  of 
complaint,  or  at  any  subsequent  time,  and  either  with  or 
without  notice  to  the  defendant.  An  injunction  of  either 
class  is  in  substance  an  order  of  the  court  to  the  person 
named  in  it  directing  him  to  refrain  from  doing  certain 
things.  The  penalty  for  any  violation  of  this  prohibi- 
tion is  a  summary  proceeding  by  attachment  to  punish 
the  offender  for  a  contempt  of  the  court  in  disobeying  its 
order.  Upon  the  granting  of  such  an  attachment,  the 
person  named  is  arrested  and  brought  before  the  court  to 
answer  for  his  contempt.  Such  a  proceeding  is  invari- 
ably, in  the  absence  of  statutory  provision  to  the  con- 
trary, heard  by  the  court  without  the  intervention  of  a 
jury,  and  with  no  right  of  appeal  for  error  of  law  or  fact. 
If  the  contempt  is  established,  punishment  may  be  in- 
flicted by  fine  or  imprisonment  or  both,  without  any 
limit  as  to  the  amount  of  either,  although  in  practice  the 
term  of  imprisonment  rarely,  if  ever,  exceeds  six  months. 

The  vigorous  and  summary    nature   of    this   remedy 
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renders  it  exceptionally  effective  in  affording  relief,  and 
also,  it  must  be  conceded,  exceptionally  capable  of  abuse. 
The  intensity  characteristic  of  all  the  relations  of  life  at 
the  present  time,  makes  the  demand  for  such  a  remedy 
urgent,  and  has  made  the  increasing  use  of  injunctions 
one  of  the  marked  features  of  the  modern  development 
of  equity  jurisprudence.  The  power  which  Chancellor 
Kent  described  as  the  strong  right  arm  of  the  court,  has 
come  to  be  exercised  with  a  frequency  hardly  compatible 
with  that  caution  which  he  declared  should  always  mark 
its  use,  and  to  be  applied  to  purposes  certainly  not 
originally  contemplated  as  within  its  scope.  The  abate- 
ment of  public  nuisances,  of  which  Lord  Eldon  at  the 
beginning  of  the  century  hesitated  to  take  jurisdiction, 
has  long  been  a  well  established  ground  for  relief  in 
equity  both  in  England  and  America.  Mandatory  in- 
junctions are  granted  preserving  only  the  semblance  of 
restraining  instead  of  compelling  action.  Contracts  like 
those  of  singers  and  actors  for  their  exclusive  services, 
specific  performance  of  which  cannot  be  decreed,  are  yet 
substantially  enforced  by  enjoining  rendering  such  serv- 
ices to  anyone  else,  at  least  where  there  are  negative 
covenants  to  which  such  an  injunction  can  be  made 
applicable.  In  America  by  statutes  in  several  states  the 
remedy  by  injunction  has  been  called  in  to  secure  the 
enforcement  of  criminal  laws  which,  from  a  lax  public 
opinion,  are  in  danger  of  remaining  ineffective,  if  left  to 
the  ordinary  tribunals  with  their  trials  by  jury.  Finally, 
of  late  years,  with  the  growing  importance  of  conflicts 
between  employers  and  employes  arising  from  the  in- 
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creased  numbers  and  more  perfect  organization  of  trades 
unions  and  similar  bodies,  injunctions  have  been 
sought  with  a  frequency  that  renders  the  writ  one  of  the 
recognized  weapons  in  such  contests.  The  violence  of 
the  passions  excited  in  the  economic  struggle  between 
labor  and  capital,  coupled  with  the  fact  that  a  successful 
resort  to  equity  is  rarely  made  except  in  behalf  of  the 
masters,  has  attracted  a  large  share  of  popular  attention 
to  the  application  of  this  remedy  in  such  cases.  Public 
sympathy,  which  is  ordinarily  with  the  employes  until 
alienated  by  acts  of  lawlessness  and  violence  on  their 
part,  has  seen  in  this  action  of  the  courts  an  undue 
interference  with  matters  not  properly  within  their 
cognizance.  The  sweeping  nature  of  some  of  the  de- 
crees that  have  been  entered  in  important  and  celebrated 
cases  has  fostered  a  public  opinion  now  prevalent  in 
many  parts  of  the  United  States  hostile  to  this  exercise 
of  jurisdiction.  The  name  "  government  by  injunction  " 
has  been  applied  to  the  growing  practice  of  granting 
such  relief ;  in  some  instances,  at  least,  conditions  con- 
noted by  the  phrase  have  existed  to  a  degree  possibly 
justifying  the  reproach  implied  in  the  term  ;  and  the 
sentiment  thus  expressed  has  become  of  sufficient  im- 
portance to  assume  a  place  in  political  platforms. 

To  an  English  judge,  Vice-Chancellor  Malins,  appears 
to  belong  the  distinction  of  first  exerting  the  powers  of 
a  court  of  equity  to  protect  employers  against  their 
striking  employes.  In  Springhead  Spinning  Co.  v. 
Riley,  L-  R.  6  Eq.  551,  he  granted  an  injunction  restrain- 
ing the  defendants,  the  president  and  secretary  of  a  trades 
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union  and  a  printer  employed  by  them,  from  posting  pla- 
cards and  publishing  advertisements  urging  workmen  to 
keep  away  from  the  plaintiff's  factory,  where  a  strike,  due 
to  a  reduction  of  wages,  was  in  progress.  The  opinion  in 
support  of  this  decision  was  strongly  disapproved  by  the 
English  Court  of  Appeals  in  Prudential  x\ssurance  Co. 
V.  Knott,  L.  R.  lo  Ch.  142,  and  Chief  Justice  Gray  of 
the  Supreme  Judicial  Court  of  INIassachusetts,  now  Mr. 
Justice  Gray  of  the  United  States  Supreme  Court,  de- 
clared that  it  appeared  to  be  "  so  inconsistent  with  "  the 
authorities  "  and  with  well  settled  principles,  that  it 
would  be  superfluous  to  consider  whether,  upon  the  facts 
before  him,  his  decisions  can  be  supported.'"  These 
criticisms  were  perhaps  rather  excited  by  the  reasons 
stated  for  granting  the  injunction  than  by  the  principle 
of  giving  relief  in  cases  of  such  a  class ;  at  least  it  is 
certain  that  the  precedent  thus  made  has  been  widely 
followed  in  later  cases  under  circumstances  substantially 
similar. 

In  America  the  resort  to  equity  in  labor  troubles  has 
been  very  common.  Sherry  v.  Perkins,  147  Mass.  212, 
decided  by  the  highest  court  of  the  state  of  IMassachu- 
setts,  in  1888,  is  a  leading  case  on  the  subject.  There 
the  plaintiffs,  shoe  manufacturers,  complained  of  the  acts 
of  the  defendants,  officers  and  members  of  a  trades  union, 
in  displaying  before  the  plaintiffs'  factory  a  banner  urging 
lasters  not  to  remain  in  or  enter  their  employ.  These 
acts  were  found  at  the  hearing  to  be  part  of  a  scheme  to 
prevent  lasters  employed  by  the  plaintiffs  from  remain- 

'  Boston  DiatiteCo.  v.  Florence  Manufacturing  Co.,  114  Mass.  69,  70. 
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ing  and  to  prevent  others  from  entering  into  sncli  em- 
ployment. A  decree  was  rendered  restraining-  these  acts 
on  the  gronnd  that  they  were  nnlawful  and  injnrions  to 
the  plaintiffs'  business  and  constituted  a  nuisance  against 
which  a  court  of  equity  would  grant  relief.  Reference  was 
made  by  the  court  to  vSpringhead  Spinning  Co.  v.  Riley, 
as  not  overruled  although  some  of  the  lan^uaofe  used  in 
it  had  been  criticised. 

The  development  of  boycotts  and  later  of  sympathetic 
strikes,  so-called,  stimulated  the  demand  for  a  remedy  by 
injunction.  The  practice  of  large  masses  of  working- 
men,  not  directly  concerned  and  themselves  having  no 
grievance,  uniting  in  concerted  action  to  prevent  the 
employment  of  persons  not  members  of  a  labor  organi- 
zation, or  to  coerce  employers  whose  men  had  struck  for 
real  or  fancied  wrongs,  gave  rise  to  hardships  for  which 
some  relief  was  eagerly  sought.  A  man  whose  business 
was  threatened  with  destruction  by  the  efforts  of  "  organ- 
ized labor "  to  compel  him  to  submit  to  dictation  not 
only  as  to  the  wages  he  should  pay,  but  also  as  to  whom 
he  should  employ,  might  in  some  cases  cause  criminal 
proceedings  to  be  instituted  ;  but  such  a  man  was  with- 
out any  practical  civil  redress  at  law.  An  action  for 
damages  was  seldom  of  value  owing  to  the  financial 
irresponsibility  of  the  defendants.  The  preventive 
powers  of  courts  of  equity  were  invoked  to  secure  relief 
and  the  courts  responded  by  freely  granting  injunctions. 

In  Casey  v.  Typographical  Union,  45  Federal  Reporter, 
135,  the  Circuit  Court  of  the  United  States  in  the  state 
of  Ohio  entertained  a  bill  by  a  publisher  complaining 
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that  the  defendants,  having  conspired  to  boycott  his 
establishment  becanse  he  refnsed  to  discharge  non-union 
printers  and  employ  only  nnion  men,  had  in  pursuance 
of  this  design  published  threats  and  appeals  urging  per- 
sons not  to  buy  his  newspaper  and  not  to  advertise  in  its 
columns.  The  court  held  that  the  acts  complained  of 
were  illegal  and  granted  an  injunction  restraining  the 
defendants.  In  Murdock  v.  Walker,  152  Pa.  St.  595, 
the  Supreme  Court  of  Pennsylvania  upheld  an  injunc- 
tion restraining  the  defendants,  who  were  striking  em- 
ployes and  persons  sympathizing  with  them,  from 
"  gathering  at  and  about  plaintiffs'  place  of  business, 
and  from  following  the  workmen  employed  by  plain- 
tiffs, or  who  may  hereafter  be  so  employed,  to  and 
from  their  work,  and  gathering  at  and  about  the  board- 
ing places  of  said  workmen,  and  from  any  and  all 
manner  of  threats,  menaces,  intimidation,  opprobrious 
epithets,  ridicule  and  annoyance  to  and  against  said 
workmen  or  any  of  them,  for  or  on  account  of  their 
working  for  the  plaintiffs."  A  similar  decision  was 
rendered  by  the  same  court  in  the  case  of  Wick  China 
Co.  V.  Brown,  164  Pa.  St.  449  (1894),  upon  substantially 
similar  facts. 

Barr  v.  Essex  Trades  Council,  53  N.  J.  Eq.  loi  (1894), 
was  a  bill  by  a  new\spaper  publisher  against  an  associa- 
tion of  combined  trades  unions  complaining  that  because 
he  used  in  his  paper  "  plate  matter,"  consisting  of 
stereotype  plates  made  in  New  York,  the  defendant  had 
issued  circulars  calling  upon  all  persons  to  refrain  from 
buying  his  paper  or  advertising  in  it  on  pain  of  losing 
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the  custom  of  all  members  of  the  associated  unions.  The 
court  held  that  this  was  an  unlawful  interference  with 
the  plaintiff's  business,  threatening  him  with  irreparable 
injury  to  his  rights  of  property,  and  granted  an  injunc- 
tion as  prayed  for. 

Shoe  Co.  V.  Saxey,  131  Missouri,  212,  decided  in  1895, 
was  substantially  similar  to  the  cases  in  Pennsylvania 
already  referred  to.  The  Supreme  Court  of  Missouri 
sustained  an  injunction  against  the  use  of  threats  and 
intimidation  to  prevent  the  plaintiff's  employes  from 
remaining  with  it.  In  Davis  v.  Zimmerman,  91  Hun, 
489,  an  inferior  court  in  the  state  of  New  York  took  the 
same  position.  Other  decisions  in  other  jurisdictions 
have  laid  down  the  same  doctrine. 

One  of  the  most  recent  reported  cases  on  the  subject 
is  Vegelahn  v.  Guntner,  167  Mass.  92,  decided  in  the 
Supreme  Judicial  Court  of  Massachusetts  in  November, 
1896.  In  this  case  the  bill  was  filed  against  members  of 
a  labor  organization  which  was  supporting  a  strike  by 
the  plaintiffs'  employes.  The  plaintiffs  alleged  the  ex- 
istence of  a  conspiracy  to  j^revent  them,  by  threats, 
intimidation,  and  social  pressure,  from  obtaining  work- 
men, and  charged  that  a  patrol  was  maintained  before 
their  premises  to  intercept  applicants  for  employment. 
The  majority  of  the  court  approved  an  injunction  to 
restrain  the  defendants  from  using  any  scheme  to  deter 
persons  from  working  for  the  plaintiffs  or  to  induce  per- 
sons to  leave  their  employment,  on  the  ground  that  such 
acts  were  an  unlawful  interference  with  their  right  to 
employ  whom  they  would.      Chief  Justice  Field  dissented 
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on  the  o^roiind  that  merely  maintaining  a  patrol  was  not 
an  act  calling  for  the  interference  of  equity,  saying  that 
if  it  was  in  violation  of  any  city  ordinance  there  might 
be  a  prosecution  for  that  and  the  police  could  enforce 
the  ordinance,  and  that  if  not  such  a  violation  it  was 
doubtful  if  the  act  was  illegal.  Mr.  Justice  Holmes 
dissented  chiefly  on  the  ground  that  the  facts  showed 
no  more  than  a  legitimate  use  by  the  workmen  of 
lawful  means  for  enforcing  their  demands  and  carrying 
on  the  struggle  for  supremacy. 

The  years  1893  and  1894  witnessed  a  series  of  strikes 
on  the  part  of  railroad  employes  in  wdiich  applications 
to  courts  of  equity  for  injunctions  were  very  prominent. 
The  cases  growing  out  of  these  strikes  were  brought 
within  the  jurisdiction  of  the  courts  of  the  federal  gov- 
ernment, because  the  corporations  concerned  were  en- 
gaged in  commerce  between  different  states  of  the  union 
and  in  carrying  the  United  States  mails,  and  in  some  in- 
stances because  the  roads  were  being  operated  by  receivers 
appointed  by  those  courts.  The  magnitude  of  the  inter- 
ests involved  and  the  unusual  strength  of  the  labor  organi- 
zations concerned,  made  the  action  of  the  courts  a  matter 
of  widespread  interest.  The  exceptional  circumstances 
begot  a  resort  to  exceptional  remedies  and  resulted  in 
decisions  which  it  may  be  difficult  in  some  respects  to 
support  on  principle. 

In  the  case  of  Toledo,  A.  A.  &  N.  M.  Ry.  Co.  v. 
Pennsylvania  Co.,  54  Federal  Reporter,  730,  a  bill  was 
filed  alleging  that  there  was  a  strike  of  locomotive 
engineers   on   the  plaintiff's   road  and   that   connecting 
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railways,  to  avoid  strikes  b)^  their  own  engineers,  threat- 
ened to  refuse  to  take  freight  from  the  plaintiff.  An 
order  was  made  requiring  the  connecting  lines,  their 
officers  and  employes,  to  receive  such  freight.  By  an 
amendment  in  the  nature  of  a  supplemental  bill  the 
chief  officers  of  the  Brotherhood  of  Locomotive  Engi- 
neers were  made  parties,  and  a  preliminary  injunction 
was  sought  restraining  them  from  putting  into  operation 
rules  of  their  association  requiring  engineers  on  con- 
necting roads,  under  penalty  of  expulsion,  to  strike  if 
required  to  assist  in  transporting  freight  received  from  a 
road  upon  which  a  strike  of  engineers  was  in  force. 
The  injunction  sought  was  granted.  The  court  de- 
clared that  there  was  a  legal  duty  to  interchange 
freight,  that  the  connecting  lines  and  their  employes 
could  be  restrained  from  violating  this  duty ;  and 
that  the  action  of  the  Brotherhood  in  causing  a  viola- 
tion through  its  rules  could  be  restrained  as  a  civil 
injury.  The  court  admitted  the  right  of  engineers  on 
connecting  lines  to  withdraw  from  employment,  but 
declared  that  any  refusal  while  remaining  in  such 
employ  to  handle  freight  from  the  plaintiff's  road  would 
be  a  contempt.  This  distinction  was  subsequently  acted 
on  in  dealing  with  attachments  against  certain  engineers 
for  breach  of  the  injunction  ;  those  only  being  punished 
who,  while  remaining  in  the  service  of  the  connecting 
roads,  refused  to  haul  cars  received  from  the  plaintiff. 

In  December  of  1893,  the  receivers  of  the  Northern 
Pacific  Railroad  Company,  who  had  been  appointed  by 
the  United  States  Circuit  Court  in  Milwaukee,  announced 
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their  intention  to  reduce  the  wages  of  their  employes. 
This  caused  great  discontent  and  a  strike  was  threatened. 
The  receivers,  by  petition  in  the  suit  in  which  they  liad 
been  appointed,  asked  for  an  injunction  restraining  their 
employes,  certain  labor  organizations  and  all  other  per- 
sons, from  doing  physical  injury  to  the  road,  from  con- 
spiring and  combining  to  leave  the  service  of  the  receivers 
in  concert,  or  inducing  others  to  do  so,  and  from  order- 
ing, recommending,  approving  or  advising  others  to  quit 
the  service  of  the  corporation  on  the  day  fixed  for  the 
strike.  Such  an  injunction  was  granted,  the  court  taking 
the  view  that  a  "strike"  was  necessarily  illegal,  and 
that  although  employes  could  not  be  compelled  to  remain 
in  the  service  of  the  company,  they  could  be  restrained 
from  quitting  the  service  in  concert  and  in  such  a  man- 
ner as  necessarily  to  injure  the  road.'  On  appeal  the 
decision  of  the  lower  court  was  reversed  as  to  the  neces- 
sary illegality  of  a  strike  and  the  injunction  modified 
so  as  not  to  restrain  merely  advising  and  encouraging  a 
strike,  or  striking  in  concert  as  a  result  of  peaceable 
argument  and  persuasion,  when  not  done  with  the  intent 
to  cripple  and  injure  the  road.^ 

The  railroad  strikes  culminated,  in  June  of  the  year 
1894,  in  the  attempt  of  the  American  Railway  Union  to 
paralyze  the  entire  railway  service  of  the  country  as  a 
means  of  supporting  certain  striking  employes  of  the 
Pullman   Palace  Car  Company.     This  contest,  perhaps 

*  Farmers'  Loan  and  Trust  Co.  v.  Northern  Pacific  R.  R.  Co.,  60 
Fefleral  Reporter,  S03. 

'  Arthur  v.  Oakes,  63  Federal  Reporter,  310. 
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the  most  extraordinary  in  the  history  of  the  relations 
between  labor  and  capital,  originated  in  a  dispute  be- 
tween the  Pullman  Company  and  some  of  its  hands. 
The  American  Railway  Union  determined  to  support  the 
strikers,  and  for  this  purpose  ordered  its  members  to  re- 
fuse to  work  upon  any  train  to  which  a  Pullman  car  was 
attached.  As  nearly  all  the  railroads  centering  at  Chi- 
cago were  under  contract  with  the  Pullman  Company  to 
draw  its  sleeping  cars  and  parlor  cars,  a  conflict  immedi- 
ately resulted  between  the  railroads  and  their  employes, 
and  a  strike  of  vast  proportions  among  train  hands  fol- 
lowed. Disorder  and  violence  became  widespread.  By 
the  interruption  of  the  railway  service  the  transportation 
of  the  mails,  as  well  as  commerce  between  the  states, 
was  seriously  interfered  with.  On  July  2  the  United 
States  appeared  as  a  complainant  before  the  Circuit 
Court  of  the  United  States  in  Chicago  and  filed  a  bill 
alleging  the  interference  by  the  strikers  and  officers  of 
the  Union  with  interstate  commerce  and  the  carriage  of 
the  mails,  pursuant  to  a  conspiracy  in  restraint  of  trade, 
and  seeking  an  injunction.  The  bill  was  filed  against 
certain  named  defendants,  officers  of  the  American  Rail- 
way Union,  and  sought  an  injunction  against  them  and 
all  persons  not  named  and  unknown  who  might  combine 
with  them  and  against  all  other  persons  whomsoever, 
restraining  them  from  any  interference,  by  violence  or 
otherwise,  with  the  operation  of  the  railroads  specified 
in  the  bill.  Similar  proceedings  were  begun  in  other 
cities.  Injunctions  were  issued  as  prayed  for,  and  sub- 
sequently   proceedings    for    contempt    were    instituted 
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against  various  persons,  and  pnnishments  inflicted. 
Pursuant  to  such  proceedings  one  Debs,  the  president  of 
the  Union,  and  some  of  his  fellow  officers  were  committed 
to  jail.'  They  applied  for  a  writ  of  habeas  corpus, 
which  was  heard  in  the  Supreme  Court  of  the  United 
States.  That  court  upheld  the  jurisdiction  of  the  court 
below  to  grant  the  injunction  in  question,  and  in  a 
unanimous  opinion  by  Mr.  Justice  Brewer  approved  the 
course  of  proceedings." 

]\Iany  questions  of  the  utmost  interest  and  importance 
are  involved  in  the  decisions  which  have  been  thus  cur- 
sorily reviewed.  Questions  of  a  social  and  ethical  na- 
ture arise  in  determining  the  extent  to  which  injury  to 
an  employer  resulting  from  the  attempt  of  employes  to 
better  their  condition  may  be  justified.  The  doctrines  of 
the  criminal  law  as  to  conspiracies  require  careful  exam- 
ination in  dealing  with  the  right  of  a  labor  organization 
to  support  its  members  in  carrying  on  a  strike.  The 
scope  of  the  so-called  anti-trust  law  enacted  by  the  Con- 
gress of  the  United  States  in  1890,  under  which  the  por- 
ceedings  of  the  federal  courts  have  been  in  part  sup- 
ported and  the  right  of  the  government  to  institute  pro- 
ceedings on  its  own  behalf  present  grave  questions  of 
statutory  construction  and  constitutional  authority. 
Some  propositions  may  be  deemed  established,  and  others, 
dependent  upon  varying  views  of  public  policy,  can  per- 
haps never  be  settled  except  as  to  the  facts  of  specific 
cases.     It  can  no  longer  be  doubted  that  laboring  men 

'  United  States  v.  Debs,  64  Federal  Reporter,  724. 
"^  l7t  r^Debs,  158  U.  S.,  564. 
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can  associate  themselves  in  organizations  for  the  im- 
provement of  their  condition  ;  that  they  may  lawfully 
strike  to  obtain  better  wages  or  other  advantages,  pro- 
vided they  do  not  resort  to  acts  of  violence  ;  that  equity 
will  under  no  circumstances,  even  if  there  is  an  express 
contract,  require  the  continued  performance  of  personal 
services  by  employes.  Precisely  how  far  striking  work- 
men and  their  associates  may  go  in  trying  to  induce 
others  to  refrain  from  taking  their  places,  as  a  means  of 
rendering  their  strike  effective,  is  uncertain.  The  ques- 
tions presented  in  such  cases  are  analogous  to  those 
discussed  in  the  celebrated  English  case  of  Mogul 
Steamship  Co.  v.  McGregor,  (1892)  Appeal  Cases,  25,  in 
which  a  steamship  owner  sought  unsuccessfully  to  re- 
cover damages  caused  by  the  defendants  in  carrying  on 
a  vigorous  competition  in  the  tea  trade,  pursuant  to  an 
alleged  conspiracy  to  injure  the  plaintiff,  who  refused  to 
join  a  combination  formed  by  the  defendants.  These 
are  questions  of  degree,  and  the  decisions  of  different 
courts  may  be  expected  to  vary  with  the  views  prevail- 
ing at  different  times  and  in  different  communities. 

It  must  also  be  deemed  to  be  established  that  courts  of 
equity  will  interfere  by  injunction  to  protect  employers 
from  some  classes  of  injuries  threatened  by  the  action  of 
their  employes  and  those  sympathizing  with  them. 
Under  what  circumstances  and  to  what  extent  such  pro- 
tection can  and  should  be  granted  depends  upon  the 
general  principles  of  equity  jurisprudence.  The  courts 
in  America,  and  especially  the  federal  courts,  have  shown 
a  disposition  to  extend  their  powers  beyond  any  limits 
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heretofore  recognized.  In  seeking  to  restrain  acts  in 
their  nature  purely  criminal,  and  in  punishing  by  sum- 
mary proceedings  for  contempt  persons  accused  of  com- 
mitting those  acts,  they  have  been  charged  with  usurping 
the  functions  of  the  criminal  law  ;  in  seeking  to  restrain 
all  persons  whether  parties  to  the  suit  or  not  and  whether 
identified  or  not,  they  have  been  charged  with  issuing 
decrees  legislative  rather  than  judicial.  The  case  of  the 
United  States  v.  Debs,  above  referred  to,  furnishes  an 
example  of  both  those  alleged  usurpations  of  power. 
From  the  approval  given  by  the  Supreme  Court  of  the 
United  States  to  the  injunction  there  issued  the  case  is 
likely  to  become  a  precedent  of  great  weight.  It  may 
fitly  be  taken  as  typical  of  the  most  extreme  exercise  of 
equity  powers  in  these  respects.  If  the  course  there  fol- 
lowed can  be  supported  the  principles  of  equity  jurispru- 
dence have  received  an  important  extension  which  may 
render  "government  by  injunction"  more  than  a  mere 
epithet. 

The  preliminary  injunction  issued  in  the  case  of 
United  States  v.  Debs,  enjoined  certain  defendants  named 
in  the  bill  "  and  all  persons  combining  and  conspiring 
with  them,  and  all  other  persons  whomsoever,"  abso- 
lutely to  refrain  and  desist  from  certain  acts,  among 
others  "  from  in  any  manner  interfering  with,  hindering, 
obstructing,  or  stopping  any  mail  trains,  express  trains, 
or  other  trains,  whether  freight  or  passenger,  engaged  in 
interstate  commerce  or  carrying  freight  or  passengers 
between  or  among  the  states ;  .  .  .  and  from  in  any 
manner  interfering  with,  injuring,  or  destroying  any  of 
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the  property  of  any  of  said  railroads  engaged  in  or  for 
the  purposes  of,  or  in  connection  with,  interstate  com- 
merce, or  the  carriage  of  the  mails  of  the  United  States, 
....  and  from  injuring,  destroying,  or  in  any  way  in- 
terfering with,  any  of  the  signals  or  switches  of  any  of 
said  railroads ;"  and  from  using  threats,  intimidation, 
force  or  violence  to  induce  employes  to  quit  the  service 
of  the  railroads  or  to  prevent  persons  from  entering  the 
employ  of  the  railroads.  This  injunction,  it  was  ordered, 
should  be  in  force  as  to  all  persons  not  named  in  it  from 
the  time  they  severally  had  knowledge  of  it.  Informa- 
tions for  contempt  w^ere  subsequently  filed  against  cer- 
tain of  the  defendants  named  as  parties  to  the  suit,  and 
also  against  other  persons  not  mentioned  in  the  bill  or 
injunction,  all  of  whom  with  one  exception  were  con- 
victed and  punished.  The  acts  charged  against  the 
defendants  in  the  informations  were  continuing  in  de- 
fiance of  the  injunction  to  order  strikes  and  initiate 
violence  and  disorder  and  thereby  causing  great  destruc- 
tion of  property  and  loss  of  many  lives. ^ 

The  injunction  thus  sought  to  restrain  the  commission 
of  acts  of  violence  which  would  be  flagrant  breaches  of 
public  order  and  serious  criminal  offences  ;  acts  which 
the  ordinary  machinery  of  police  administration  would 
if  possible  prevent  by  physical  interference  and  punish 
with  heavy  penalties  if  committed.  It  sought  further  to 
restrain  all  persons  whomsoever  from   committing  any 

1  The  facts  staled  in  this  paragraph  appear  in  the  printed  record  of 
the  case  in  the  Supreme  Court  of  the  United  States,  to  a  copy  of  which 
the  writer  has  had  access. 
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of  those  acts.  Not  only  did  a  court  of  equity  therefore 
undertake  by  its  process  to  grant  a  cumulative  remedy 
for  that  which  the  criminal  law  already  covered,  but  it 
undertook  to  make  its  decree  coordinate  in  extent  with 
the  existing  legislative  prohibitions.  The  persons  not 
named  in  the  bill  against  whom  the  injunction  was  di- 
rected were  not  specific  individuals  unknown  by  name 
but  otherwise  identified ;  they  were  all  persons  who 
might  thereafter  do  any  of  the  acts  described  in  the  in- 
junction. In  like  manner  the  prohibition  was  not  di- 
rected against  specific  threatened  acts  of  interference 
with  the  operation  of  the  railroads,  but  against  all  acts 
of  that  character  that  might  thereafter  be  contemplated 
by  any  persons. 

It  is  not  one  of  the  functions  of  a  court  of  equity  to 
prevent  the  commission  of  threatened  crimes.  In  Gee 
V.  Pritchard,  2  Swanst.  402,  Lord  Eldon  said:  "  The  pub- 
lication of  a  libel  is  a  crime  ;  and  I  have  no  jurisdiction 
to  prevent  the  commission  of  crimes ;  excepting,  of 
course,  such  cases  as  belong  to  the  protection  of  infants, 
where  a  dealing  with  an  infant  may  amount  to  a  crime, 
— an  exception  arising  from  that  peculiar  jurisdiction 
of  this  court."  '  Chancellor  Walworth  in  Mayor,  etc., 
of  Hudson  V.  Thorn,  7  Paige,  261,  declared  :  "  Again ; 
it  is  no  part  of  the  business  of  this  court  to  enforce  the 
penal  laws  of  the  state,  or  the  by-laws  of  a  corporation, 
by  injunction,  unless  the  act  sought  to  be  restrained  is 
a  nuisance."  Threats  of  violent  interference  in  breach 
of  the  public  peace  or  of  other  criminal  acts  injurious  to 
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property  do  not  furnish  a  foundation  for  an  injunction. 
In  Montgomery  &  W.  P.  R.  R.  Co.  v.  Walton,  14  Ala.  207, 
the  plaintiff  corporation  complained  that  the  defendant 
prevented  it  from  taking  possession  of  land  properly  con- 
demned for  its  use  and  from  prosecuting  the  construc- 
tion of  the  road,  by  threats  that  he  would  kill  or  injure 
the  workmen,  and  prayed  for  an  injunction.  The  court 
refused  to  grant  relief  saying :  "  The  rule  is  too  well  es- 
tablished to  admit  of  controversy,  that  equity  cannot  in- 
terpose by  way  of  injunction,  to  restrain  the  commission 
of  a  personal  trespass,  although  it  may  be  threatened.  .  . 
.  .  The  courts  of  law  have  complete  jurisdiction  to  pun- 
ish the  commission  of  crimes,  and  can  interpose  to  pre- 
vent their  commission  by  imprisoning  the  offender,  or 
binding  him  to  keep  the  peace.  But  equity  has  no  juris- 
diction over  such  matters,  at  least  a  court  of  equity  can- 
not entertain  a  bill  on  this  ground  alone."  In  Sparhawk 
zf.  Union  Passenger  R'y  Co.,  54  Pa.  St.,  401,  the  plaintiff 
complained  that  the  defendant  was  running  its  cars  on 
Sunday  in  violation  of  law  and  that  the  noise  interfered 
with  his  use  of  his  property.  The  court,  however,  said  : 
"  For  this  there  is  a  remedy  in  the  penal  laws,  and  not 
by  proceedings  in  equity,  if  we  regard  the  facts  as  we 
ought  to  do."  ^ 

The  jurisdiction  of  equity  over  public  nuisances  has 
been  relied  on  as  justifying  interference  by  injunction 
where  the  acts  threatened  were  criminal.  It  is  indeed 
true  that  by  the  weight  of  authority  the  jurisdiction  is 
not  ousted  merely  because  as  in  the   case  of  a  public 
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nuisance  the  threatened  act  may  be  the  subject  of  an 
indictment.  But  the  foundation  of  the  jurisdiction  over 
public  nuisances,  as  of  all  jurisdiction  in  equity,  is  the 
greater  efficacy  of  the  equitable  remedy.  By  a  prelim- 
inary injunction  to  restrain  a  threatened  purpresture  or 
obstruction  of  a  highway  or  establishment  of  offensive 
trade,  a  court  of  equity  can  interfere  immediately  to  pre- 
vent the  continuance  or  completion  of  an  act  which  can 
not  be  dealt  with  at  law  until  irreparable  injury  has 
been  caused.  The  injunction  does  not  merely  add  a 
cumulative  penalty,  nor  does  it  substitute  the  interfer- 
ence of  officers  executing  the  process  of  the  court  for  the 
interference  of  the  municipal  police.  Such  an  injunc- 
tion may  have  a  legitimate  effect,  while  an  injunction 
against  committing  an  assault,  malicious  injury  to  prop- 
erty by  violence,  or  other  overt  breach  of  the  peace  can 
have  no  tendency  to  prevent  the  act  enjoined  except  by 
fear  of  punishment.  That  sanction  the  law  already 
attaches  to  its  prohibition  of  the  same  act,  and  whatever 
will  justify  punishment  for  contempt  in  such  a  case  will 
equally  justify  punishment  for  the  criminal  act  Vv'hich 
constitutes  the  contempt. 

The  destruction  of  the  rolling  stock  or  of  any  part  of 
the  works  of  a  railway  or  the  forcible  interference  with 
Its  operation  may  cause  such  an  obstruction  of  commerce 
as  to  be  a  public  nuisance  ;  but  the  law  already  provides 
for  the  protection  of  property  and  persons  from  violence. 
The  executive  power  of  the  state,  through  its  police,  and 
if  necessary  its  military  force,  is  bound  to  prevent  if 
possible  such  acts  and  to  punish  them,  if  committed,  by 
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appropriate  proceedings  in  tlie  criminal  conrts.  To 
justify  the  interference  of  a  court  of  equity  it  must  be 
shown  that  by  the  exercise  of  chancery  powers  a  more 
complete  remedy  can  be  afforded.  This  is  not  shown 
by  calling  the  threatened  injury  a  public  nuisance,  for 
in  every  case  of  nuisance  it  is  still  necessary  to  show 
that  there  is  some  ground  for  asking  relief  in  equity, 
and  that  ground  must  be  the  greater  adequacy  of  the 
remedy.  But  where  acts  of  violence  are  enjoined  the 
remedies  at  law  and  in  equity  are  in  fact  the  same.  The 
injunction  is  only  a  prohibition,  for  violation  of  which  a 
punishment  by  line  or  imprisonment  may  be  inflicted, 
and  that  prohibition  and  liability  to  punishment  already 
exists  at  law. 

The  legislatures  of  several  states,  regardless  of  the 
general  principles  of  equity  jurisdiction,  have  sought  by 
statute  to  extend  the  jurisdiction  over  public  nuisances 
so  as  to  use  the  process  of  courts  of  equity  for  the  sup- 
pression of  crimes.  In  1880  the  state  of  Kansas  by 
constitutional  amendment  prohibited  the  manufacture 
and  sale  of  intoxicating  liquors.  By  a  law  intended  to 
enforce  this  provision  it  was  declared  that  any  building 
used  for  the  prohibited  traffic  should  be  deemed  a  pub- 
lic nuisance  and  that  its  use  might  be  enjoined  and  the 
nuisance  abated  upon  a  complaint  in  equity.  This 
statute  was  attacked  as  unconstitutional  on  the  ground 
that  as  no  provision  was  made  for  a  trial  by  jury  it  de- 
prived persons  of  their  property  without  due  process  of 
law  in  violation  of  the  Fourteenth  Amendment  of  the 
Constitution  of  the  United  States,  and  that  it  also  vio- 
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lated  the  provisions  of  the  state  constitution  securing 
persons  the  right  to  a  trial  by  jury.  In  Kansas  v.  Taq.- 
bold,  123  U.  S.  623,  the  Supreme  Court  of  the  United 
States  held  the  law  constitutional.  The  court  said  that 
the  legislature  had  authority  to  determine  what  consti- 
tuted a  public  nuisance,  that  courts  of  equity  had  juris- 
diction over  public  nuisances,  and  that  as  their  jurisdic- 
tion has  always  been  exercised  without  the  intervention 
of  a  jury  there  was  no  violation  of  the  constitutional 
guarantees. 

A  similar  decision  was  rendered  by  the  same  court  in 
Eilenbecker  v.  Plymouth  County,  134  U.  S.  31.  The 
plaintiffs  in  error  in  that  case  had  been  committed 
in  proceedings  under  a  similar  statute  in  the  state  of 
Iowa  for  contempt  in  violating  a  preliminary  injunction 
against  the  use  of  premises  for  the  unlawful  sale  of 
liquor.  The  court  held  that  as  proceedings  for  con- 
tempt had  always  been  conducted  without  a  trial  by 
jury  there  was  no  constitutional  objection.  Similar  de- 
cisions were  rendered  by  the  Supreme  Judicial  Court  of 
Massachusetts  in  Carleton  v.  Rugg,  149  Mass.,  550, 
and  b)'  the  Supreme  Court  of  New  Hampshire  in  State 
V.  Saunders,  66  N.  H.,  39. 

These  authorities  must  be  deemed  to  establish  that  it 
is  within  the  power  of  the  legislature  to  make  use  of 
the  peculiar  powers  of  courts  of  equity  to  suppress  at 
least  some  classes  of  crimes  ;  but  they  do  not  establish 
that  in  the  absence  of  statutory  provisions  courts  of 
equity  should  exercise  such  jurisdiction  in  such  cases. 
To  warrant  this    it  must  be  shown  that   the   remedy  at 
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law  is  inadequate.  Jurisdiction  in  equity  is  for  the  ad- 
judication of  civil  rights.  Preliminary  injunctions  are 
to  preserve  the  subject  of  litigation  in  statu  quo^  and 
prevent  irreparable  injury  during  the  pendency  of  the 
suit.  The  mere  fact  that  the  act  enjoined  is  criminal 
may  not  oust  the  jurisdiction  of  the  court,  since  every 
crime  involves  also  an  infraction  of  civil  rights.  But  to 
justify  the  interference  of  a  court  of  equity  by  prelimin- 
ary or  by  perpetual  injunction  it  must  be  shown  that  the 
injunction  will  prevent  some  threatened  injury  for 
which  the  law  affords  no  adequate  relief.  An  injunc- 
tion against  destroying  property  by  violence  or  similar 
offence  against  the  criminal  law  accomplishes  no  such 
result.  It  can  deter  only  through  the  risk  of  incurring 
the  same  sort  of  penalties  that  the  law  imposes  for  the 
same  act.  If  the  injury  were  threatened  in  the  exercise 
of  an  alleged  right  there  might  indeed  be  more  ground 
for  the  interference  of  equity  since  the  act  might  then 
in  some  circumstances  lose  its  criminal  character,  yet  by 
a  strange  perversion  of  thought  in  one  case  at  least  the 
admitted  criminality  of  the  threatened  acts  has  been  re- 
lied upon  to  justify  granting  an  injunction.  In  Davis 
V.  Zimmerman,  91  Hun,  489,  494,  the  court  in  support 
of  its  decision  said  of  the  defendants  :  "  They  do  not 
assert  that  they  have  a  right  to  intimidate,  by  threats  or 
by  violence,  persons  in  the  employment  of  the  plaintiff 
or  those  who  seek  his  employment,  nor  do  they  claim 
that  they  have  a  right  to  destroy  the  plaintiff's  property, 
and  it  is  only  from  doing  and  conspiring  to  do  such  acts 
that  thev  are  restrained." 
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A  looseness  of  thought  is  apparent  in  the  decisions 
discussing-  this  use  of  injunction,  which  has  tended  to 
conceal  the  i)rinciples  involved.  Learned  judges  have 
spoken  as  if  courts  of  equity  could  prevent  acts  in  some 
manner  other  than  by  fear  of  the  penalties  attending  the 
violation  of  an  injunction.  Mr.  Justice  Miller  in  Eilen- 
becker  v.  Plymouth  County,  134  U.S.  31,  40,  said: 
"  Certainly  it  seems  to  us  to  be  quite  as  wise  to  use  the  pro- 
cesses of  the  law  and  the  powers  of  the  court  to  prevent  the 
evil,  as  to  punish  the  offence  as  a  crime  after  it  has  been 
committed."  Such  a  phrase  suggests  that  by  injunction 
the  evil  can  be  prevented  otherwise  than  by  threatening 
to  punish  the  offence.  Yet  this  was  said  in  a  case  in 
which  the  process  of  the  court  had  been  used  to  punish 
by  fine  and  imprisonment  for  contempt,  an  act  punish- 
able in  precisely  the  same  way  by  the  criminal  law. 
The  purely  cumulative  effect  of  such  an  injunction  was 
well  set  forth  by  Chief  Justice  Field  of  the  Supreme 
Judicial  Court  of  Massachusetts,  then  Mr.  Justice  Field, 
in  the  case  of  Carleton  v.  Rugg,  149  Mass.  550.  De- 
livering, in  behalf  of  himself  and  Mr.  Justice  Devens 
and  ]\Ir.  Justice  William  Allen,  a  dissenting  opinion 
notable  for  its  logical  force  and  lucidity,  he  observed  : 
"The  injunction  issued  in  this  case,  and  probably  the 
only  one  that  could  have  been  issued,  is  one  enjoining 
the  respondents  from  using,  or  permitting  to  be  used, 
the  building,  place,  or  tenement  for  the  illegal  keeping 
or  sale  of  intoxicating  liquors.  The  Public  Statutes 
prohibit  such  a  use  as  a  crime,  and  the  only  effect  of  the 
injunction  is  to  subject  the  respondents  to   the  process 
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used  for  punishing  persons  guilty  of  violating  injunc- 
tions, in  addition  to  or  in  substitution  for  criminal  pro- 
cess. The  Legislature  apparently  thought  that  a  remedy 
in  equity  would  be  more  speedy,  or  more  certain,  or  more 
efficient,  than  that  by  complaint  or  indictment.  The 
issuing  of  the  injunction  of  itself  adds  nothing  to  the  prohi- 
bition of  the  statutes,  but  the  intention  plainly  is  to  call 
into  use  the  peculiar  process  employed  by  courts  of 
equity  in  punishing  persons  guilty  of  wilful  violations 
of  injunctions."  ^ 

The  only  respect  in  which  the  remedy  in  equity  can 
in  such  cases  be  more  adequate  than  the  remedy  at  law 
is  in  the  greater  certainty  or  celerity  with  which  pun- 
ishment will  be  inflicted.  Ordinarily  by  inadequacy  of 
remedy  is  not  meant  the  danger  that  the  courts  will  not 
enforce  the  law.  In  early  times  it  is  true  the  Lord 
Chancellor  assumed  jurisdiction  in  some  cases  upon  the 
ground  that  the  defendant's  power  was  such  that  he 
could  not  or  would  not  be  punished  by  a  court  of  law 
for  committing  a  threatened  offence.  Thus  in  the  time 
of  Henry  VI  a  plaintiff  might  regularly  have  a  subpoena 
against  a  great  man  to  keep  the  peace."  This  exercise 
of  the  royal  prerogative  was  vehemently  opposed  and 
has  long  been  obsolete."  In  a  case  before  the  Supreme 
Court  of  Georgia  this  obsolete  jurisdiction  seems  to 
have  been  revived.  It  was  advanced  by  the  court  as  a 
ground  for  taking  jurisdiction  in  equity  where  an  in- 

'  P-  559- 
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^  Spence's  Equitable  Jurisdiction,  343-345,  684  et  seq.. 
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dictiiieiit  would  lie,  that  "  This  indictment  would  neces- 
sarily be  against  the  city  officers,  or  those  who  act 
under  them,  and  in  all  probability  the  influence  and 
moral  integrity  of  these  gentlemen,  which  would  neces- 
sarily be  brought  to  bear  against  a  criminal  proceeding, 
would  more  than  likely  protect  them  from  a  conviction 
as  criminals."'  But  this  suggestion  cannot  be  regarded 
as  an  authoritative  statement  of  any  existing  principle 
of  equity  jurisdiction.  It  is  not  to  be  presumed  that  a 
court  of  law  will  fail  to  administer  justice  in  cases  ex- 
pressly cognizable  by  it,  or  that  any  department  of  the 
government  will  fail  in  the  performance  of  its  duties. 
The  supposed  probability  of  such  failure  cannot  afford 
a  ground  for  assuming  jurisdiction.  Such  a  doctrine 
would  be  contrary  to  any  rational  conception  of  the  re- 
lations of  the  judiciary  to  other  departments  of  the  gov- 
ernment, or  of  the  distinction  between  law  and  equity. 
In  Attorney  General  v.  Sheffield  Gas  Consumers  Co.,  3 
De  G.  ]\I.  &  G.  304,  application  was  made  for  an  in- 
junction against  tearing  up  the  highway.  It  was 
argued  in  favor  of  the  motion  that  forcible  resistance 
might  be  offered  and  breaches  of  the  peace  result.  Sir 
George  Turner  in  denying  the  application  observed : 
"  Something  has  been  said  in  the  course  of  the  argu- 
ment of  the  danger  to  the  public  peace  which  may  en- 
sue from  the  non  interference  of  this  Court ;  but  surely 
this  Court  cannot  suppose  that  there  is  an  inadquacy  of 
the  civil  power  to  preserve  the  public  peace.  I  say 
nothing    on    the    question    whose    fault    it    will    be    if 

'  Maj'or,  et  al  of  Columbus  v.  Jaques,  30  Ga.  506,  513. 
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this  disturbance  of  the  public  peace  takes  place."  ^ 
Lord  Justice  Knight-Bruce  touching  upon  the  same 
point  remarked  :  "  Something  has  been  said  on  the  sub- 
ject of  riots  or  unlawful  assemblies,  of  skirmishes  and 
battles  between  the  opposite  forces,  native  and  auxiliary, 
of  the  contending  companies,  as  likely  to  be  rife  and 
serious  unless  we  shall  interfere,  but  into  that  part  of 
the  argument  I  consider  it  unnecessary  to  enter."" 

When  analyzed  the  sole  inadequacy  of  the  remedy  at 
law  as  compared  with  the  remedy  in  equity  in  these  cases 
will  be  found  in  the  fact  that  trials  in  the  former  are  by 
jury.  It  is  the  existence  of  those  safeguards  which  have 
been  thought  essential  to  individual  liberty  that  renders 
punishment  of  an  act  as  a  crime  less  certain  and  less 
swift  than  punishment  of  the  same  act  as  a  contempt. 
It  is  because  of  the  prejudice  of  juries  that  laws  to  sup- 
press the  sale  of  liquors  may  be  more  effectively  enforced 
through  the  machinery  for  preventing  public  nuisances 
than  by  the  ordinary  course  of  the  criminal  law,  and  it 
is  to  avoid  the  intervention  of  a  jury  in  such  cases  that 
the  powers  of  courts  of  equity  have  been  called  in  by 
legislative  enactments.  In  the  dissenting  opinion  in 
Carleton  v.  Rugg,  149  Mass.  550,  already  quoted  from, 
Chief  Justice  Field  said  :  "  Indeed,  there  are  many  indi- 
cations that  the  principal  reason  why  the  statute  was 
passed  was  to  avoid  a  trial  by  jury."  ^  Mr.  Justice 
Valentine     of  the    Supreme    Court    of  Kansas,    in    a 

1  p.  323. 

2  pp.  330,  331. 
'  p.  560. 
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case  arising-  under  the  Kansas  statute  above  referred  to, 
said  :  "  It  would  seem  that  one  of  the  main  objects  of  the 
prosecution  in  instituting  this  proceeding  in  a  court  of 
equity  in  contradistinction  to  a  court  of  law  is,  to  obtain 
a  judicial  determination  annunciating  the  doctrine  that 
an  adequate  remedy  exists  and  will  be  exercised,  in 
equity  and  by  injunction,  for  the  suppression  of  all 
illegal  traffic  in  intoxicating  liquors,  independent  of 
juries  and  of  the  Jury  system.  ...  It  would  seem  that 
the  prosecution  has  a  very  great  distrust  of  juries,  and 
would  wish  wholly  to  ignore  them  in  all  prosecutions  for 
the  suppression  of  the  illegal  traffic  in  intoxicating 
liquors."  ^ 

The  same  desire  to  avoid  a  trial  by  jury  induces  a  re- 
sort to  equity  in  cases  of  dispute  between  employers  and 
employes.  If  proceedings  for  contempt  were  tried  before 
a  jury  the  injunctions  issued  would  be  recognized  as 
futile ;  such  efficacy  as  they  have  in  preventing  acts  of 
violence  arises  solely  from  the  greater  probability  of  a 
conviction  for  contempt  in  a  trial  by  a  judge  alone,  with- 
out right  of  appeal,  than  of  conviction  by  a  jury  likely 
to  sympathize  in  some  degree  with  the  offender. 

It  is  difficult  to  believe  that  jurisdiction  in  equity  can 
be  supported  on  the  ground  that  a  judge  in  chancery 
will  probably  upon  a  given  state  of  facts  reach  one  con- 
clusion, while  a  jury  at  law  on  the  same  state  of  facts  is 
likely  to  reach  a  contrary  conclusion.  Courts  of  equity 
have  always  hesitated  to  usurp  the  functions  of  a  jury. 
Lord  Eldon  long  declined  to  take  jurisdiction  in  cases  of 

^  State  V.  Crawford,  28  Kansas,  726,  740,  741. 
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nuisance  because  the  existence  of  the  nuisance  ought  to 
be  determined  by  a  jury.  The  necessity  of  a  prior  re- 
covery at  law  still  exists  in  many  branches  of  equity 
jurisdiction.  Injunctions  against  slander  or  libel  were 
consistently  refused  in  England  until  the  law  was  changed 
by  statute'  and  in  America  are  still  refused,"  although 
injury  to  the  plaintiff's  business  is  threatened,  upon  the 
ground  that  to  preserve  freedom  of  speech  and  of  the 
press  the  matter  should  be  referred  to  the  decision  of  a 
jury. 

Can  it  then  be  contended  that  in  other  cases  involving 
rights  no  less  important  the  likelihood  that  a  jury  will 
deny  punishment  affords  a  ground  for  seeking  relief  in 
equity  ? 

The  information  for  contempt  upon  which  Debs  and 
his  associates  were  committed  charged  them  with  vio- 
lating the  injunction  by  continuing  to  order  and  direct 
strikes,  thereby  causing  the  destruction  by  fire  of  at  least 
one  thousand  freight  cars,  the  burning  of  signal  towers 
and  the  sacrifice  of  many  lives.  They  were  charged 
with  a  conspiracy,  in  the  carrying  out  of  which  these 
acts  were  done.  If  the  allegations  of  the  bill  on  which 
the  injunction  was  issued  were  true  an  open  defiance  of 
the  criminal  law  was  threatened.  If  the  allegations  on 
which  the  attachment  was  issued  were  true,  there  had 
been  such  an  open  defiance.  The  injunction  added 
nothing  to  the  penalties  under  which  the  defendants 
acted  save  to  subject  them  to  trial  and  punishment  by 

•  Boiniard  v.  Perrymau,  (1S91)  2  Ch.  269. 
^  Kick!  V.  Horry,  28  Federal  Reporter,  773. 
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the  court  upon  a  summary  proceeding.  If  the  difficulty 
of  securing  convictions  for  crime  bj-  a  jury  is  so  serious 
as  to  render  it  expedient  to  supplement  the  agencies  of 
the  criminal  law  by  a  resort  to  the  power  of  courts  of 
equity,  the  remedy  should  at  least  be  applied  by  the 
legislature.  Courts  of  equity  cannot  with  propriety  or 
safety  extend  their  jurisdiction  under  the  guise  of  pro- 
tecting property,  by  issuing  decrees  imposing  merely 
cumulative  prohibitions  against  that  which  the  criminal 
law  already  forbids,  in  order  summarily  to  try  and  punish 
offenders  for  acts  in  violation  of  those  prohibitions. 

The  sweeping  terms  of  the  injunction  issued  in  the 
Debs  case  as  to  the  persons  to  whom  it  was  addressed 
are  no  less  significant  than  the  nature  of  the  acts  en- 
joined. It  has  already  been  mentioned  that  the  bill  was 
filed  against  certain  named  defendants.  A  subpoena  in 
regular  form  was  addressed  to  and  served  upon  these  in- 
dividuals. The  injunction  issued  was  also  addressed  to 
these  persons  but  it  purported  to  restrain  in  addition 
"  all  persons  combining  and  conspiring  with  them,  and 
all  other  persons  whomsoever."  The  informations  for 
contempt  of  this  injunction  were  filed  not  only  against 
persons  named  as  defendants,  but  against  others  not 
named  in  the  bill,  who  were  also  charged  with  doing 
acts  in  violation  of  the  order  of  the  court.  The  record 
does  not  even  show  that  these  individuals,  not  parties  to 
the  bill,  fell  within  the  description  of  persons  combin- 
ing and  conspiring  with  the  named  defendants.  It 
must  be  assumed  from  the  terms  of  the  order  that  the 
court  intended  to  restrain  such  persons  although  acting 
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independently,  and  that  it  punished  them  as  snch  inde- 
pendent actors.  We  have  therefore  to  consider  the 
proposition  that  a  court  of  equity  may  ex  parte  upon 
the  motion  of  a  plaintiff  issue  an  order  restraining  all 
persons  from  doing  acts  of  a  specified  description 
although  such  persons  are  not  parties  to  the  cause,  are 
in  no  way  connected  with  the  parties,  are  not  identified 
in  any  way,  and  cannot  be  identified  except  by  the  fact 
of  their  violating  the  injunction. 

In  the  Debs  case,  the  Supreme  Court  of  the  United 
States  did  not  consider  in  its  opinion  this  particular 
question.  In  the  case  of  In  re  Lennon,  166  U.  S.  548, 
however,  the  court  held  that  an  injunction  in  similar 
terms  was  binding  uj^on  one  not  named  as  a  party  to 
the  bill  who  had  notice  of  it.  Lennon  was  an  engineer 
in  the  employ  of  the  Lake  Shore  &  Michigan  Southern 
Railroad  Co.,  one  of  the  roads  against  which  the  injunc- 
tion above  referred  to  in  Toledo,  A.  A.  &  N.  H.  R'y 
Co.  V.  Pennsylvania  Co.,  54  Federal  Reporter,  746,^  was 
issued.  Having  notice  of  that  injunction,  he  yet  re- 
fused, while  remaining  in  the  employ  of  the  Lake 
Shore  Company,  to  haul  one  of  the  plaintiff's  cars.  An 
attachment  for  contempt  was  issued  against  him,  and  a 
fine  of  fifty  dollars  was  imposed.  The  case  was  taken 
to  the  Supreme  Court  to  review  a  decision  of  the  Cir- 
cuit Court  of  Appeals  upholding  the  jurisdiction  of  the 
lower  court  to  inflict  this  punishment.  In  behalf  of 
Lennon,  it  was  contended  that  the  Circuit  Court  which 
granted  the  injunction  acted  without  jurisdiction  in  the 

^  Above,  p.  12. 
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proceedings  against  him  for  contempt,  on  the  gronnd, 
among  others,  that  he  was  not  a  party  to  the  snit  in 
which  the  injnnction  was  issued.  The  Supreme  Court 
said,  in  overruling  this  objection  :  "  To  render  a  person 
amenable  to  an  injunction  it  is  neither  necessary  that 
he  should  have  been  a  party  to  the  suit  in  which  the 
injunction  was  issued,  nor  to  have  been  actually  served 
with  a  copy  of  it,  so  long  as  he  appears  to  have  had 
actual  notice."  ^ 

The  doctrine  thus  announced  is  of  the  highest  im- 
portance. If  adhered  to,  it  involves  a  momentous  ex- 
tension of  the  scope  of  injunctions  and  of  the  powers 
exercised  by  courts  of  equity,  believed  to  be  unwar- 
ranted by  precedent,  and  to  constitute  a  departure  from 
the  rules  of  procedure  that  have  heretofore  prevailed  in 
chancery. 

Courts  of  equity,  like  courts  of  law,  are  established 
for  the  determination  of  controversies  between  individ- 
uals. The  power  to  issue  preliminary  injunctions  is 
incidental  to  the  power  of  determining  such  controver- 
sies. The  right  to  lay  down  general  rules  for  the  gov- 
ernment of  the  community,  to  declare  ex  cathedra.^  in 
advance  of  any  contentious  proceedings  in  which  the 
question  arises,  what  may  and  what  may  not  lawfully  be 
done,  to  impose  on  the  whole  community  a  duty  to  re- 
frain from  doing  a  certain  act  is  in  its  nature  a  legislative 
right.  The  jurisdiction  of  every  court  depends  upon  the 
existence  of  a  cause  in  which  it  is  called  upon  to  adjudi- 
cate.    Except  in  the  instances  of  courts  created  to  decide 

1  i66  U.  S.  554. 
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actions  in  rem  the  scope  of  the  jurisdiction  is  limited  to 
the  persons  who  are  actually  or  constructively  before  the 
court.  By  legislative  enactments,  the  constitutionality  of 
which  has  been  doubted,  but  may  here  be  conceded,  courts 
of  equity  have  in  some  instances  been  authorized  after 
notice  by  publication  to  make  decrees  binding  upon  all 
the  world,  establishing  certain  facts  as  to  property  ;  but 
such  decrees  are  supported  only  by  the  legislative  power 
authorizing  them.  In  the  absence  of  statutory  provi- 
sions the  jurisdiction  of  equity  is  wholly  in  personam^ 
and  can  be  exercised  only  against  those  persons  who  are 
parties  to  the  litigation.  A  party  to  the  suit  is  brought 
before  the  court  by  the  service  of  process.  In  the  case 
of  a  preliminary  injunction  issued  ex  parte  service  of  the 
injunction  is  a  service  of  process.  The  injunction  is  an 
order  of  the  court  addressed  to  the  individual,  and  the 
individual  is  one  between  whom  and  the  plaintiff  the 
controversy  exists.  When,  however,  such  an  injunction 
is  issued  addressed  to  "  all  persons  whomsoever  "  it  can 
in  no  sense  be  said  that  an  individual  not  named  or 
described  in  the  bill  as  a  party  to  the  suit  becomes  a 
party  upon  having  notice  of  the  order.  If  such  an  in- 
dividual is  not  in  fact  engaged  in  the  acts  sought  to  be 
restrained,  there  is  no  pretence  for  saying  that  a  contro- 
versy exists  between  him  and  the  plaintiff.  Such  a  con- 
troversy may  arise  if  he  subsequently  engages  in  the 
acts  complained  of,  but  it  is  difficult  to  conjecture  how, 
by  reason  of  such  a  subsequent  act,  he  can  be  deemed  to 
have  been  a  party  to  the  controversy  at  an  earlier  time. 
It  has  never,  it  is  believed,  been  contended  that  the  final 
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decree  of  a  court  of  equity  was  biuding  upou  persons 
not  parties  to  the  suit  and  not  claiming  under  persons 
who  were  parties.  It  is  certainly  anomalous  that  an  in- 
terlocutory order  of  the  court  should  be  given  a  force 
which  the  final  decree  cannot  have.  If  an  injunction 
restraining  the  defendant  and  "  all  persons  whomsoever  " 
from  going  upon  the  plaintiff's  land  were  made  perpetual, 
would  one  not  a  party  to  the  suit  but  having  notice  of 
the  decree,  who  claimed  a  right  of  way  over  the  land,  be 
in  contempt  for  thereafter  using  his  alleged  easement  ? 
If  not  how  can  it  be  said  that  by  the  same  act  such  a 
person  would  be  in  contempt  of  a  preliminary  injunction 
in  the  same  terms  ?  The  test  cannot  be  the  actual  exist- 
ence of  the  right  asserted,  for  the  very  object  of  the  suit 
is  to  determine  that  right,  and  it  is  a  fundamental  prin- 
ciple that  violation  of  an  injunction  is  not  excused,  how- 
ever erroneously  or  improvidently  the  decree  may  have 
been  made,  provided  the  court  had  jurisdiction.  Nor 
can  the  test  be  whether  the  act  enjoined  is  a  crime  as 
well  as  a  civil  wrong  unless  the  doctrine  is  to  be  asserted 
that  equity  interferes  to  prevent  the  commission  of  crim- 
inal acts  because  they  are  criminal,  and  not  merely 
because  and  when  they  are  invasions  of  rights  of 
property. 

It  has  repeatedly  been  declared  in  the  past  that  injunc- 
tions could  issue  only  against  parties  to  the  suit  and  those 
persons  who  acted  for  them.^  Lord  Bldon  in  Iveson  v. 
Harris,  7  Ves.  251,  256,  said  :  "  And  I  have  no  concep- 
tion, that  it  is   competent  to  this  Court  to  hold  a  man 

^  I  Haddock's  Ch.  Pr.,  175. 
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bound  by  an  injunction,  who  is  not  a  party  in  the  cause 
for  the  purpose  of  the  cause.  The  old  practice  was,  that 
he  must  be  brought  into  Court,  so  as,  according  to  the 
ancient  laws  and  usages  of  the  country,  to  be  made  a 
subject  of  the  writ.  The  jurisdiction  in  lunacy  is  quite 
distinct."  And  again:  "I  find,  the  Court  has  adhered 
very  closely  to  the  principle,  that  you  cannot  have  an 
injunction  except  against  a  party  to  the  suit." 

The  ordinary  form  of  decree  by  which  the  defendant, 
his  agents,  servants,  attorneys,  etc.,  are  restrained,  does 
not  violate  this  principle.  The  acts  of  agents,  servants 
and  attorneys,  are  done  in  the  right  of  the  master.  The 
restraint  put  upon  him  is  an  adjudication,  for  the  pur- 
poses of  the  order,  of  his  individual  rights,  and  other 
persons  may  properly  be  directed  not  to  do  acts  in  the 
exercise  of  his  rights.  Such  persons  are  guilty  of  a  con- 
tempt even  if  the  injunction  does  not  in  terms  restrain 
them.'  If  the  same  person  stands  in  such  a  relation  to 
two  individuals,  only  one  of  whom  is  a  defendant  in  the 
suit,  he  is  restrained  only  so  far  as  he  acts  for  the  one 
who  is  a  party  to  the  proceedings.^  In  these  cases 
the  contempt  in  fact  consists  in  aiding  or  abetting  the 
defendant,  against  whom  a  decree  has  been  made,  in  vio- 
lating the  order  of  the  court.  The  servant  is  guilty  not 
because  the  act  per  se  is  forbidden,  but  because  themas- 
ter  is  enjoined  and  the  servant  does  the  act  for  the  master. 
Indeed,  both  are  guilty  of  a  contempt  if  the  master  is 
cognizant  of  what  the  servant  does. 

^Lord  Wellesley  7'.  Earl  of  Morningtoii,  11  Beav.  181. 

*  People  V.  Randall,  73  N.  Y.  416,  Slater  v.  Merrill,  75  N.  Y.,  268. 
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It  has  been  argued  that  because  a  court  would  commit 
for  contempt  one  not  a  party  who  aided  in  the  violation 
of  an  injunction  that,  therefore,  the  injunction  itself 
could  be  extended  to  restrain  persons  not  parties.  Such 
an  argument  overlooks  an  important  distinction.  If  a 
defendant  has  been  enjoined  from  doing  an  act  it  is  no 
doubt  a  contempt  for  any  person  to  abet  him  in  perform- 
ing that  act.  The  abettor  is  guilty  of  aiding  in  a  defiance 
of  a  lawful  order  of  the  court.  Since  it  was  competent 
for  a  court  to  restrain  the  defendant,  any  one  assisting 
him  to  violate  or  evade  the  restraint  obviously  acts  in 
defiance  of  the  court  and  frustrates  its  process.  Such  a 
person  may  properly  be  committed  for  contempt,  not  as 
having  himself  violated  the  injunction,  but  for  assist- 
ing to  defeat  the  action  of  the  court.  But  the  order 
of  the  court  restraining  a  defendant  from  doing  an 
act  imposes  no  obligation  on  an  independent  individ- 
ual to  refrain  from  doing  the  same  act  in  the  assertion  of 
a  right  claimed  by  him.  It  cannot  be  contended,  to  re- 
vert to  an  illustration  already  used,  that,  because  the 
defendant  in  a  suit  has  been  enjoined  from  trespassing 
on  the  plaintiff's  property,  another  person  not  a  party  to 
that  suit  is  in  contempt  for  using  a  right  of  way  claimed 
by  him  over  the  same  land.  A  court  of  equity  does  not, 
in  the  absence  of  special  statutory  authority,  seek  to 
establish  the  existence  or  non-existence  of  rights  as  to 
all  the  world  ;  and  it  is  not  a  contempt  to  do  an  act 
which  another  has  been  expressly  enjoined  from  doing, 
even  with  full  knowledge  of  the  injunction.  This  prin- 
ciple is  well  illustrated  by  the  case  of  Boyd  v.  State  of 
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Nebraska,  19  Neb.,  128,  A  street  railway  company 
secured  an  injunction  against  contractors  engaged  in 
building  a  sewer  for  the  city  of  Omaha,  restraining  them 
from  destroying  the  plaintiff's  tracks  at  their  intersection 
with  the  line  of  the  sewer.  The  mayor  of  the  city 
caused  other  persons  to  do  the  work  thus  enjoined  and 
an  attachment  for  contempt  was  thereupon  issued  against 
him.  The  court  held  that  no  contempt  had  been  com- 
mitted, since  the  injunction  restrained  only  the  persons 
who  were  parties  to  the  proceedings  in  which  it  was 
issued.  The  city  was  not  a  party  to  the  suit  and  did  not 
do  the  acts  complained  of  as  the  subordinate  or  employee 
of  the  defendants.  "  Had  the  plaintiff  in  the  original 
case,"  said  the  court,  "  desired  to  bind  the  city  and  its 
officers  as  well  as  the  contractors  by  his  proceedings  in 
injunction  he  should  have  made  the  city  a  party  to  this 
suit."  ' 

The  common  practice  upon  appointing  receivers  of 
enjoining  all  persons  from  interfering  with  the  property 
is  not  founded  upon  any  doctrine  inconsistent  with  the 
principles  under  consideration.  By  the  appointment  of 
a  receiver  the  court  takes  into  its  custody  all  the  property 
belonging  to  the  defendant  within  its  jurisdiction.  Any 
interference  with  the  property  is  an  interference  with 
the  action  of  the  court.  All  persons  are  bound  at  their 
peril  to  refrain  from  acts  which  may  hinder  the  court  or 
its  officers  in  the  execution  of  their  duties.  Any  act 
which  constitutes  such  an  interference  or  hinderance  is  a 

^  P.  134  ;  see  also,  Newcomer  v.  Tucker,  89  Iowa,  4S6 ;  Pearson  v. 
District  Court  Cass  County,  90  Iowa,  756. 
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contempt,  not  because  it  violates  an  order  of  the  court, 
but  because  it  embarasses  the  court  in  the  performance 
of  its  functions.  The  contempt  is  committed  although 
no  injunction  or  restraining  order  against  the  act  done 
has  been  issued,^  and  although  the  persons  accused  had 
no  intention  of  interfering  in  any  way  with  the  opera- 
tions of  the  court." 

The  strong  repugnance  which  every  law-abiding  citi- 
zen must  feel  for  acts  of  lawlessness  renders  the  task  of 
criticising  proceedings  designed  to  preserve  order  some- 
what invidious.  None  of  the  persons  who  have  been 
pimished  for  contempt  in  violating  injunctions  such  as 
have  been  discussed  here  have  been  worthy  of  any  per- 
sonal sympathy.  The  chivalry  of  supporting  fellow 
workmen  in  a  contest  with  employers  ceases  to  excite 
admiration  when  it  is  directed  to  the  wanton  destruction 
of  property  and  to  mob  violence.  Debs,  who  for  a  time 
posed  as  supreme  arbiter  over  the  welfare  of  millions  of 
his  fellow  citizens  was,  in  fact,  taken  red-handed  in  a 
flagrant  and  audacious  defiance  of  the  laws  and  merited 
the  most  severe  punishment  which  the  penal  statutes 
authorized.  But  for  the  very  reason  that  law  and  order 
were  thus  outraged  it  was  the  more  necessary  to  see  that 
the  measures  of  repression  used  were  fully  warranted. 
It  is  no  light  matter  that  suspicion  even  should  rest 
upon  the  judiciary  of  warping  principles  to  meet  the 
supposed  exigencies  of  cases  as  to  which  the  strongest 
passions  of  the  community  are  aroused. 

1  Iti  re  Higgins,  27  Federal  Reporter,  443. 
*  In  re  Doolittle,  23  Federal  Reporter,  544. 
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The  power  of  courts  to  punish  by  summary  proceed- 
ings for  contempt  all  persons  who  obstruct  the  adminis- 
tration of  justice  or  disobey  the  lawful  orders  of  the 
court  has  often  been  described  as  the  most  unrestrained 
power  exercised  in  our  system  of  government.  Such 
matters  are  tried  by  the  court  itself  and  without  any 
right  of  appeal  for  error  of  fact  or  law.  This  power  is 
absolutely  essential  to  the  efficient  administration  of 
justice.  It  behooves  the  judiciary,  therefore,  not  only 
to  exercise  it  with  discretion,  but  to  avoid  extensions  of 
jurisdiction  which  may  lead  to  the  necessity  of  exercis- 
ing this  power  in  matters  properly  cognizable  by  the 
courts  of  criminal  law  and  by  a  jury.  A  community  in 
which  the  jury  system  is  still  preserved  and  regarded  as 
a  bulwark  of  liberty  will  not  tolerate  encroachments  on 
the  part  of  courts  of  equity  by  which  in  those  very 
cases  in  which  a  large  part  of  the  community  is  most 
disposed  to  rely  upon  the  jury  as  a  check  upon  the  sup- 
posed partiality  of  the  courts,  the  process  of  punishment 
by  conteinpt  is  made  to  take  the  place  of  trial  by  jury. 
The  machinery  essential  to  the  ordinary  working  of  the 
courts  is  in  danger  of  being  wrecked  by  its  use  for  such 
extraordinary  emergencies. 

It  is  strangely  inconsistent  with  established  principles 
that  courts  of  equity  should  take  jurisdiction  in  order  to 
prevent  the  ultimate  issues  being  tried  by  a  jur}^ ;  that 
they  should  grant  injunctions  which  appear  at  least  to 
be  designed  primarily  as  a  means  of  drawing  to  the 
court  power  to  punish  by  proceedings  for  contempt  acts 
which   should  have   been    prevented    by  the  executive 
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authorities  and  should  be  puuished  by  the  criminal  law. 
A  preliminary  injunction  granted  not  as  an  incident  to 
a  controversy  between  individuals,  not  seeking  to  re- 
strain a  defendant  until  the  rights  between  him  and 
the  plaintiff  can  be  ascertained,  not  acting  upon  known 
persons  to  prevent  them  from  doing  certain  acts,  but 
seeking  to  throw  the  aegis  of  the  court  over  certain 
property  so  as  to  protect  it  from  all  persons  whatsoever, 
is  of  itself  an  anomaly  in  chancery  procedure.  When 
such  an  injunction  is  granted  under  circumstances 
which  preclude  the  possibility  of  its  enforcement  except 
by  assuming  the  duty  lodged  with  the  executive  of  pre- 
serving public  order,  and  apparently  largely  for  the  pur- 
pose of  assuming  that  duty,  it  presents  a  serious  menace 
to  the  very  framework  of  the  government. 

The  Supreme  Court  of  the  United  States  has  given 
its  great  authority  in  support  of  the  course  pursued  in 
the  Debs  case.  Other  courts  have  unhesitatingly  fol- 
lowed the  doctrines  thus  laid  down.  The  weight  of 
authority  in  America  appears  at  present  to  be  over- 
whelmingly in  favor  of  this  extreme  exercise  of  the 
power  of  equity.  Many  public  writers  have  applauded 
the  action  of  the  federal  courts  in  interfering  by  injunc- 
tion where  the  local  authorities  were  supine  or  secretly 
in  sympathy  with  the  criminals.  But  such  a  departure 
from  principle  cannot  properly  be  permitted  to  pass  un- 
challenged. It  should  not  be  forgotten  that  no  course 
is  more  dangerous  than  to  justify  the  exercise  of  a 
doubtful  power  by  the  supposed  necessities  of  a  particu- 
lar emergency.  Courts  must  adhere  to  fixed  principles, 
lest  the   departure  justified   to-day  by  a  present  emer- 
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gency,  itself  justify  to-morrow  a  departure  inspired  by 
some  sinister  motive.  Courts  of  equity  can  in  no  event 
be  made  to  replace  permanently  an  able  and  honest  ad- 
ministration of  its  duties  by  the  executive  department 
of  the  government.  The  attempt  to  do  so  may  seem  to 
achieve  a  temporary  success,  but  ultimately  will  result 
either  in  a  lowering  of  the  standard  of  the  judiciary  or 
a  disregard  of  its  decrees.  To  those  who  recall  the  law- 
lessness prevailing  in  Chicago  during  the  strikes  in 
1894  the  conception  of  a  court  of  equity  guarding  by 
power  of  injunction  the  vast  railroad  properties  in  the 
city  will  seem  almost  grotesque  and  not  far  removed 
from  the  parallel  suggested  by  counsel  for  Debs  of  issu- 
ing an  injunction  during  the  Civil  War  to  stop  the  ad- 
vance of  Lee's  invading  army.  The  fear  of  proceedings 
for  contempt  did  not  prevent  the  burning  of  over  a 
thousand  freight  cars  and  the  loss  of  many  lives. 
But  if  the  practical  utility  of  the  course  pursued  could 
be  demonstrated  it  would  still,  it  is  submitted,  remain 
true  that  a  procedure  involving  the  issue  by  a  court  of 
equity  of  an  edict  binding  upon  all  persons,  enjoining 
acts  already  forbidden  by  statue  or  by  common  law,  de- 
signed for  the  purpose  of  punishing  all  persons  who 
should  violate  those  prohibitions,  thus  reinforced  by  the 
decree  of  the  court,  would  be  an  innovation  upon  the 
established  course  of  equity  procedure  and  jurisprudence, 
such  as  legislative  authority  alone  could  justify,  and 
then  to  invest  courts  of  equity  with  such  a  power 
would  be  an  experiment  fraught  with  the  greatest 
danger  to  our  institutions  and  giving  little  promise  of 
permanent  success. 
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PREFACE. 


The  subject  of  railroad  receiverships  has  had  con- 
siderable attention  from  two  points  of  view,  that  of  the 
lawyer  and  that  of  the  investor  in  railroad  securities. 
In  recent  years,  however,  the  increasing  number  and 
magnitude  of  railroad  receiverships  has  made  their  re- 
lation to  the  public  a  matter  of  no  less  importance  than 
their  bearing  on  investments.  It  is  rather  to  present 
some  data  for  consideration  of  these  more  general 
economic  aspects,  than  in  hope  of  adding  anything  to 
the  technical  and  financial  treatment  of  the  subject  that 
this  essay  has  been  undertaken. 

Special  indebtedness  is  acknowledged  to  Professor 
William  A.  Scott,  of  the  University  of  Wisconsin,  for 
helpful  criticisms,  and  to  the  editors  of  the  Railway 
Age  for  use  of  their  files  of  the  Age  and  other  periodicals. 

HENRY  H.  SWAIN. 

Chicago^  March  75,  i8g8. 
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CHAPTER  I. 


THE    NATURE   OF   RECEIVERSHIPS  AND   THE    FUNCTIONS 
OF   RECEIVERS. 

A  receiver  is  "  a  person  appointed  by  a  conrt  or 
judicial  officer  to  take  charge  of  property  during  the 
pendency  of  a  civil  action,  suit,  or  proceeding,  or  upon 
a  judgment,  decree  or  order  therein,  and  to  manage  or 
dispose  of  it  as  the  court  or  officer  may  direct.'" 

If  a  piece  of  property  is  for  a  long  time  in  litigation, 
the  one  actually  in  possession  may  consume  the  usufruct, 
which  may  prove  to  have  rightfully  belonged  to  the 
adverse  party.  If  the  case  appears  likely  to  go  against 
the  possessor,  there  is  a  very  natural  temptation  for  him 
to  extract  the  maximum  immediate  profit  even  to  the 
serious  impairment  of  the  permanent  value  of  the  prop- 
erty. Even  when  the  litigation  does  not  involve  a  con- 
test over  the  title  to  the  property,  but  is  only  a  process 
for  securing  possession,  as,  for  example,  in  the  case  of  a 
foreclosure  of  a  mortgage,  the  somewhat  extended  period 
which  elapses  before  the  completion  of  the  proceedings, 
gives  the  possessor  an  opportunity  to  abuse  the  property 

'  Codes  and  General  Laws  of  Oregou  (1885),  |  1060. 
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ill  his  own  interest.  To  ornard  the  interest  of  the  right- 
ful owner,  therefore,  courts,  in  a  great  variety  of  cases, 
have  temporarily  sequestrated  the  property,  putting  it 
into  the  hands  of  an  officer  of  the  court,  to  care  for  until 
the  time  comes  to  deliver  it,  with  its  accrued  increments, 
to  the  owner. 

All  the  leading  principles  in  relation  to  the  ordinary 
receivership  were  established'  more  than  half  a  century 
before  the  beginning  of  railroad  construction.  When 
the  railroad  era  began,  railroads  were  constructed  more 
rapidly  than  industrial  conditions  could  be  adapted  to 
these  changes,  and  failures  became  very  frequent.  In 
the  litigation  which  ensued  over  these  insolvent  roads 
there  was,  therefore,  found  ready  to  hand  a  well-developed 
system  of  equity  procedure  which  it  was  very  natural  to 
apply  to  the  new  cases. 

"  Previous  to  the  enactment  of  the  Railway  Companies 
Act  of  1867  the  English  courts  were  extremely  averse  to 
the  appointment  of  receivers  with  power  to  operate  rail- 
road property."^  But  these  scruples  have  not  generally 
obtained  in  the  United  States;  "in  this  country  the 
appointment  of  receivers  with  power  to  manage  and 
operate  railroads  during  the  pendency  of  the  controversy 
is  rather  the  rule  than  the  exception."^  Even  at  an  early 
day  in  the  history  of  American  railroads,  appointments 
of  receivers  were  not  infrequent,  the  most  famous  of  the 
early  receiverships,  that  of  the  Vermont  Central  Rail- 

^  Beach,  Commentaries  011  the  Ivaw  of  Receivers,  ^  3. 
^  Beach,  Commentaries  on  tlie  Law  of  Receivers,  ?  325. 
^  Beach,  Commentaries  on  the  Law  of  Receivers,  ?  325. 
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road,  having-  be<^un  in  1855.  But  the  system  of  equity 
procedure  which  had  been  worked  out  in  tlie  eighteenth 
century  with  respect  to  receiverships  was  poorly  adapted 
to  an  institution  so  different  from  anything  previously 
known  as  a  railroad  is. 

Previous  use  of  the  receivership  had  been  mainly  in 
connection  with  judgments,  foreclosures,  trusteeships, 
dissolutions  of  business  partnerships  or  of  banking  cor- 
porations, or  the  estates  of  persons  legally  incapacitated. 
Here  the  function  of  the  receiver  was  limited  chiefly  to 
guarding  the  property  from  spoliation,  and  distributing 
it  among  those  entitled  to  it.  Or  if  the  property  con- 
tinued in  use,  the  receiver  collected  the  rents  and,  per- 
haps, made  trifling  expenditures  for  repairs.  When  rail- 
roads came  to  be  put  into  the  hands  of  receivers,  the 
character  of  the  property  handled  was  widely  different, 
the  property  itself  was  scattered  and  miscellaneous,  and 
even  in  the  case  of  minor  roads,  the  amount  of  the  prop- 
erty was  vastly  greater  than  that  ordinarily  involved  in 
individual  or  partnership  concerns.  The  receivership  of 
a  railroad  also  necessitated  new  relations  with  a  great 
body  of  employees.  But  the  greatest  difference  of  all  lay 
in  the  fact  that  other  receiverships  had  dealt  mostly  with 
the  affairs  of  individuals  or  private  corporations,  while 
among  the  most  important  features  of  a  railroad  are  its 
semi-public  character,  and  the  vital  relations  which  it 
sustains  to  all  the  industrial  enterprise  in  the  country. 
Consequently  receivers  of  railroads  have  found  them- 
selves in  positions  where  such  precedents  as  might  seem 
to  bear  upon  their  case,  are  often  more  formal  than  real. 
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When  the  law  of  receivers  came  to  be  applied  to  rail- 
roads, therefore,  it  speedily  began  to  undergo  various 
modifications,  some  of  which  were  radical  in  the  extreme. 
The  result  has  been  the  development  of  a  system  of  prac- 
tice in  America  in  regard  to  the  management  of  railroad 
property  by  equity  courts  quite  different  from  anything 
known  elsewhere.  Indeed,  "railway  receiverships  as  in- 
cidental to  the  foreclosure  of  the  mortgages  upon  railway 
property  and  franchises  are  in  the  main  peculiar  to  the 
system  of  jurisprudence  administered  in  the  United 
States.  The  rules  of  law  in  point  are  for  the  most  part 
of  recent  development."* 

The  subject  of  receiverships  has  received  very  little 
attention  from  legislators  in  this  country.  The  courts 
have  been  allowed  to  develop  the  system  almost  unhin- 
dered. Although  the  federal  courts  handle  most  of  the 
railroad  receiverships,"  there  is  scarcely  any  federal 
statute  law  on  the  subject.  The  Interstate  Commerce 
Act  ^  mentions  receivers  among  those  who  are  subject 
to  the  regulations  which  it  imposes,  and  the  most  recent 
Congresses  have  seemed  to  indorse,  in  a  general  way,  the 
practices  of  the  courts  by  making  liberal  appropriations 
for  "defraying  expenses  incurred  by  marshals  in  execut- 
ing orders,  warrants  and  processes  of  United  States 
courts,  for  the  protection  of  property  in  the  hands  of  re- 
ceivers of  such  courts,  and  for  the  arrest  and  detention 
until  trial  of  persons  arrested  for  violating  such  orders 

'  Beach,    Commentaries  on  the   Law  of  Receivers,    Preface,    (pub- 
lished 1887  ) 

*  See  below,  page  144. 

'As  amended  March  2,  18S9,  \  10. 
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and  resisting  the  execntion  of  such  warrants  and  pro- 
cesses.'" 

Aside  from  these  the  only  federal  legislation  on  the 
matter  of  receiverships-  is  contained  in  two  recent  acts 
of  which  one^  requires  receivers  to  manage  property  in 
their  possession  "  according  to  the  valid  laws  of  the  State 
in  which  such  property  shall  be  situated,"  and  provides 
that  the  receiver  may  be  sued  wathout  previous  leave  of 
the  court,  though  the  suit  shall  be  subject  to  the  court's 
general  equity  jurisdiction  ;  it  also  forbids  a  judge  to 
appoint  a  near  relative  as  receiver ;  and  the  other  act* 
disqualifies  as  receivers,  the  officers  of  the  court  and  all 
civil  and  military  employees  of  the  government. 

The  statute  law  of  the  various  States  and  territories 
on  the  subject  of  receiverships  is  likewise  comparatively 
meagre.''  A  great  deal  of  this,  moreover,  does  not  apply 
to  railroad  receiverships,  having  reference  mainly  to  fore- 
closures against  individuals,  the  dissolution  of  corpora- 
tions or  partnerships,  infants'  estates,  and  the  like. 
The  State  law  is  chiefly  of  a  very  general  character, 
containing  few  restrictions,  in  fact  leaving  the  courts 
almost  as  free  to  follow  out  their  owui  notions  on  the  sub- 
ject as  if  there  had  been  no  legislation  whatever.  The 
more  common  specifications  are  as  to  what  courts  may 
appoint  receivers,  the  matter  of  the  receiver's  bond,  the 

^  U.  S.  Statutes  at  Large,  53rd  Cong  ,  Sess.  II,  chaps.  301,  307  ;  Sess. 
Ill,  chap.  187  ;  54th  Cong.,  Sess.  I,  chaps.  33,  373. 

^  Except  in  regard  to  receivers  of  national  banks. 

'  Act  of  March  3,  1SS7,  24  Statutes  at  Large,  chap.  373. 

*U.  S.  Statutes  at  Large,  54th  Cong.,  Sess.  I,  chap.  252,  \  20. 

*This  is  not  strange,  as  several,  especially  of  the  western  States  and 
territories,  have  never  had  a  railroad  receivership  case  in  their  courts. 
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method  of  appeal,  the  right  of  the  court  to  remove  a 
receiver  at  pleasure,  the  duty  of  the  receiver  to  list  prop- 
erty for  taxatiou,  the  punishmeut  of  the  receiver  for 
embezzlemeut. 

In  regard  to  the  appointment  of  receivers  the  Califor- 
nia law  is  a  type  of  such  laws  as  treat  the  subject  in 
any  detail.^  After  specifying  five  classes  of  cases  in 
which  receivers  may  be  appointed,  the  law  adds  as  sixth, 
cases  "  where  receivers  have  been  appointed  by  usage  of 
courts  of  equity.""  The  Revised  Statutes  of  Arizona^ 
empower  judges  of  the  district  courts  to  "appoint  re- 
ceivers in  suits  pending,  when  no  other  adequate  remedy 
is  given  by  law  for  protection  of  property  or  rights." 
The  statutes  of  x\rkansas  permit^  the  appointment  of  a 
receiver  "  whenever  it  shall  not  be  forbidden  by  law,  and 
shall  be  deemed  fair  and  proper  in  any  case  in  equity." 

'  This  is  substantially  the  law  of  Colorado  (Code  of  Procedure,  1890, 
\  163),  Idaho  (Revised  Statutes  of  18S7,  ?  4329),  Indiana  (Revised 
Statutes,  1896,  \  1222),  Kansas  (General  Statutes,  18S9,  i<  4349),  Min- 
nesota (General  vStatutes,  1894,  \  5351),  Montana  (Codes  and  Statutes, 
1895,  §950),  Nebraska  (Compiled  Statutes,  1895,  >.  5837),  Nevada 
(General  Statutes,  1885,  \  3168),  North  Dakota  (Revised  Codes,  1895 
\  5403),  Ohio  (Revised  Statutes,  1894,  \  35S7),  Oklahoma  (Statutes, 
1893,  \  4144),  South  Dakota  (Compiled  Laws  of  Dakota,  1887,  \  5015), 
Texas  (Revised  Civil  Statutes,  1895,  Art.  1465),  Utah  (Compiled  Laws, 
1888,  \  3330),  Wyoming  (Revised  Statutes,  1887,  \  2935). 

'  California  Code  of  Civil  Procedure  (1885).  \  564. 

'  Edition  of  1887,  \  884.  This  is  similar  to  the  law  of  Georgia  (Code 
of  1882,  \  274),  Tennessee  (Code  of  1896,  \  5549). 

*  Digest  of  1894,  \  5964.  The  provision  is  similar,  though  the  word- 
ing is  slightly  different,  in  Iowa  (Code,  1888,  \.  41 13),  Kentucky  (Codes 
of  Practice,  1895,  \  298),  Kansas  (General  Statutes,  1889,  2  4306),  Mis- 
souri (Code  of  Civil  Procedure,  1896,  'i  567),  South  Carolina  (Code  of 
Civil  Procedure,  1893,  \  265),  Washington  (Revised  Statutes  and 
Codes,  1896,  \  4739),  West  Virginia  (Code,  1891,  page  845). 
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The  jNIichigan  law  is  iniich  more  strict  in  terms,'  author- 
izing the  appointment  of  a  receiver  in  cases  pending  in 
chancery  only  "  when  such  appointment  is  allowed  by 
law  ;""  but  the  number  of  specific  cases  in  which  the  law 
allows  such  appointment  is  very  large.'' 

The  power  of  the  receiver  is  left  equally  indefinite. 
The    California    law    declares    that    "  the    receiver  has, 

under  the  control  of  the  court,  power generally 

to  do  such  acts  respecting  the  property  as  the  court  may 
authorize,"^  and  the  statutes  of  Arkansas'  confer  on  re- 
ceivers "all  the  powers  which  a  receiver  in  a  court  of 
equity  can  have  or  possess,  unless  otherwise  provided  in 
this  act." 

Actual  restrictions  are  very  few.  The  most  common 
is  the  provision  that  "  no  party,  attorney  or  person  inter- 
ested  in   a  suit*^  shall   be   appointed   receiver  therein."" 

^  The  same  is  true  of  New  York  (  Revised  Statutes,  1896,  pages  2679, 
677),  North  Carolina  (Code  of  Civil  Procedure,  189!,  ?;?  379,  494), 
Oregon  (Codes,  18S5,  \  1062). 

2  General  Statutes  ( 1882),  \  6524. 

^  Id.     ?^  7936,  8064,  8111,  8158,  8386,  8634,  8744,  0749,  8181. 

*  Code  of  Civil  Procedure  ( 1885),  \  563.  This  is  the  wording  also  of 
the  law  of  Arizona  (Revised  Statutes,  1887,  \  892),  Idaho  (Revised 
Statutes  of  1887,  ?  4333),  Indiana  (Horner's  Revised  Statutes,  1896, 
\  1230),  Iowa  (Mclyain's  Code,  188S,  ^4115),  Kentucky  (Codes  of 
Practice,  1895,  'i  302),  Kansas  (General  vStatutes,  1889,  \\  4352,  1281), 
Montana  (Codes  and  Statutes,  1895,  \  955),  North  Dakota  (Revised 
Codes,  1895,  \  5406),  Ohio  (Revised  Statutes,  1894,  \  5590),  Oklahoma 
(Statutes,  1S93,  \  4147),  South  Dakota  (Compiled  Laws  of  Dakota, 
1887,  \  5019),  Texas  (Revised  Civil  Statutes,  1895,  Art.  1470),  Utah 
(Compiled  Laws,  1888,  ?  3334),  Washington  (Revised  Statutes  and 
Codes,  1S96,  'i  4744),  and  Wyoming  (Revised   Statutes,  1887,  \  2938). 

^  Digest  of  1894,  \  5967. 

*  A  California  statute  of  1897  (^  i )  adds  the  words,  "  or  related  to  any 
judge  of  the  court  by  consanguinity  or  affinity  within  the  third  degree." 

'  Revised  Statutes  of  Arizona  (1887),  \  888;  Digest  of  the  Statutes  of 
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But  sometimes  there  is  added  the  clause,  "  without  the 
written  consent  of  the  parties,'" — which  practically 
nullifies  the  restriction  in  the  case  of  friendly  receiver- 
ships, where  the  same  persons  in  effect  are  both  plaintiffs 
and  defendants. 

Perhaps  the  most  effective  restriction  is  to  be  found  in 
two  recent  laws  of  Alabama^  which  require  a  bond  before 
a  receiver  is  appointed,  when  notice  has  not  been  given,^ 
and  in  any  case  exact  from  the  applicant  a  bond  to  in- 
demnify persons  who  may  be  injured  by  the  appointment 
of  a  receiver  in  case  the  appointment  is  vacated/  The 
Nebraska  law  forbids  an  appointment  except  after  notices 
to  all  parties  affected,'  and  makes  such  an  appointment 

Arkansas  (1894),  \.  5977;  Horner's  Revised  Statutes  of  Indiana  (1896), 
\  1223  ;  Codes  of  Practice  of  Kentucky  ( 1895 ),  \  300  ;  General  Statutes 
of  Kansas  (1889),  \  4350;  Compiled  Statutes  of  Nebraska  (1895),  \ 
5840  ;  Statutes  of  Oklahoma  (1893),  \  4145  ;  Revised  Civil  Statutes  of 
Texas  (1895),  Art.  1466;  Revised  Statutes  and  Codes  of  Washington 
(1896),  ?  4739. 

^California  Code  of  Civil  Procedure  (1885),  \  566;  Compiled  I<aws 
of  Dakota  (1887)  (for  South  Dakota),  ?  5017  :  Revised  Statutes  of 
Idaho  (1887),  \  4331  ;  Codes  and  Statutes  of  Montana  (1895),  \  953; 
Revised  Codes  of  North  Dakota  (1895),  \  5404;  Revised  Statutes  of 
Ohio  (1894),  I  5388;  Compiled  Laws  of  Utah  (1888),  I  3332  ;  Revised 
Statutes  of  Wyoming  (1887),  §  2936. 

*  Acts  of  1894-5,  Nos.  123,  337. 

'The  California  Code  of  Civil  Procedure /"^rw?/^  the  court  to  require 
an  undertaking,  to  protect  the  defendant,  when  a  receiver  is  appointed 
on  an  ex  parte  application  {\  566).  Similarly  also  in  Montana  (Codes 
and  Statutes,  1895.  \  953),  North  Dakota  (Revised  Codes,  1895,  g  5404), 
South  Dakota  (Compiled  Laws  of  Dakota,  1887,  ?  5017),  Utah  (Com- 
piled Laws,  1888,  \  3332).  The  Mississippi  law  compels  the  court  to 
require  a  bond  of  the  applicant  in  such  cases  (Annotated  Code,  1892, 

\  575)- 

*This  last  provision  is  also  found  in  the  Nebraska  law  (Compiled 
Statutes,  1895,  §  5840). 

^So  also  does  the  Code  of  West  Virginia,  1891.  p.  845. 
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void,'  A  newly  enacted  law  of  South  Carolina'-  requires 
a  notice,  and  forbids  the  appointment  of  a  receiver  before 
final  judgment  if  the  party  claiming  the  property  offers 
a  bond  to  an  amount  double  the  value  of  the  property, 
and  when  a  receiver  is  improperly  appointed,  the  ex- 
penses of  the  receivership  are  not  to  be  a  charge  on  the 
whole  property,  but  only  on  the  interests  of  the  parties 
procuring  the  appointment. 

Laws  on  the  subject  of  receiverships  which  refer  par- 
ticularly to  railroads  are  very  scarce  indeed,  and  have 
nearly  all  been  enacted  within  the  last  few  years.  Aside 
from  such  as  merely  require  receivers  to  make  such  re- 
turns and  reports  for  purposes  of  taxation  and  otherwise, 
as  are  required  of  operating  companies  generally,'^  they 
are  as  follows  :  The  laws  of  Georgia  direct  receivers  of 
railroads  "  to  apply  the  income  to  the  incidental  expenses 
necessary  to  the  carrying  on  said  business,  including 
damages  for  wdiich  the  road  is  liable  as  a  common  car- 
rier."'' A  receiver  operating  a  railroad  is  further  declared 
liable  for  injuries  to  persons  in  his  employ,  the  same  as 
a  corporation,  and  a  first  lieu'^  in  favor  of  such  persons  is 
created  on  the  gross  income.  What  is  quite  unusual  in 
State  receiverships,"  suits  are  permitted  to  be  brought 

1  Compiled  Statutes  (1895),  l\  5838,  5845. 

2  Acts  of  1897,  No.   325. 

'Connecticut  Acts  of  1895,  W  3585,  3919,  3920. 

*Code  of  1882,  \  278,  a. 

*  In  Ohio  judgments  against  the  receiver  for  injuries  to  persons  or 
property,  wages  of  emplo3'ees,  or  material  used  in  operation,  constitute 
a  lien  on  the  property  in  the  hands  of  the  receiver  (Revised  Statutes, 
1894,  I  3417). 

"The  Revised  Statutes  of  Ohio  (1894,  \  3415)  also  contain    this  pro- 
vision ;  likewise  the  Revised  Civil  Statutes  of  Texas  (1895,  Art.  1483) 
and  the  Acts  of  the  General  Assembly  of  Virginia  (1887,  Chap.  176). 
2 
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against  the  receiver  without  the  suitor's  getting  leave  to 
sue  him  from  the  *court  by  which  the  receiver  was 
appointed.'  Indiana  holds  receivers  of  railroads  liable 
for  stock  killed.-  A  recent  law  of  Massachusetts'*  pro- 
hibits the  obstruction  of  highways  by  receivers  of  rail- 
road corporations. 

Besides  the  common  provisions,  the  Kentucky  law* 
specially  provides,  in  case  of  an  execution  of  a  judg- 
ment against  a  railroad  company  being  returned  "  no 
property  found,"  for  a  receiver  to  operate  the  road  until 
he  collects,  besides  paying  the  operating  expenses  and 
keeping  the  road  in  repair,  a  sum  sufficient  to  pay  the 
judgment  and  costs.  The  Kansas  law  directs  the  court 
to  appoint  a  receiver  on  the  entry  of  a  judgment,  decree 
or  order  of  foreclosure.^  A  law  of  New  York,  enacted 
in  1896,  permits  receivers  appointed  by  courts  of  other 
States  or  of  the  United  States,  for  the  whole  of  a  rail- 
road the  greater  part  of  which  is  in  their  jurisdiction,  to 
sue  and  be  sued  in  the  courts  of  New  York.'^  The  Ver- 
mont law  ^  makes  special  provision  for  railroad  receivers 
appointed  in  other  States  to  be  appointed  in  Vermont 
also.  An  act  of  Oregon  in  1893  requires  receivers  to 
pay,  out  of  the  first  receipts,  after  current  operating  ex- 
penses have  been  defrayed,  all  employees'  wages  accrued 

^  Acts  of  1895,  No.  224. 

-Horner's  Revised  Statutes,  1896,  \  4025. 

'Acts  of  1895,  Chap.  173. 

*  Statutes,  (1894)  \  814. 

^General  Statutes  (1889)  I  1281. 

«Chap.  356,  \u 

'Statutes  (1894)  \  3974. 
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within  six  months  prior  to  the  receivership  ;  they  mnst 
also  pay  all  employees  every  thirty  days,  and  if  current 
receipts  are  insufficient,  must  issue  certificates  bearing 
eight  per  cent,  interest,  and  payable  out  of  the  first 
earnings;^  an  act  of  Utah  in  1896"  makes  laborers' 
wages  for  one  year  prior  to  the  receivership  '^  a  jDreferred 
debt,  and  a  New  York  statute  of  1897  *  gives  wages  of 
employees  priority  to  ever}-  other  debt  or  claim. 

The  laws  of  IMaine'  provide  for  a  receiver  to  be  ap- 
pointed for  a  railroad  when  the  company  neglects  to 
operate  it  regularly  for  sixty  days,"  but  subjects  the  re- 
ceiver, under  such  circumstances,  to  the  same  restric- 
tions as  the  charter  and  the  laws  imposed  on  the  original 
incorporators,  except  that  he  is  specifically  authorized, 
if  necessary  to  repair  the  road,  to  create  a  lien  which 
shall  take  precedence  even  of  the  first  mortgage  bonds  ; 
and  he  is  required  to  return  the  road  to  the  company 
when  the}-  pay  off  such  lien,  with  interest,   and  all  ar- 

^  General  Laws  of  1893,  page  30. 

''Chap.  XLIX. 

'In  Wisconsin  it  is  three  months  ;  (Laws  of  18S8,  Ch.  48)  ;  so  also 
in  Connecticut  (Acts  of  1897,  Ch.  XL)  though  only  to  the  amount  of 
|ioo;  in  Massachusetts  (Acts  of  1S97,  Ch.  400)  wages  not  exceeding 
|ioo  for  labor  within  one  j-ear  or  for  the  recovery  of  which  suit  com- 
menced within  one  year  after  the  performance  thereof  is  pending,  or 
has  terminated  within  one  year  prior  to  the  receivership,  have  priority 
over  all  other  debts  except  such  as  are  due  to  any  branch  of  the  State 
or  federal  government. 

*Chap.  415. 

^Revised  Statutes  of  18S3,  Chap.  51,  |§  47-50. 

*The  New  Jersey  law  requires  the  chancellor,  upon  petition  of 
citizens,  to  appoint  a  receiver  for  a  railroad  when  it  fails,  for  ten  days, 
to  run  trains  regularly  on  any  part  of  its  road  ;  ( General  Statutes, 
1896,  page  2689). 
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rears  of  expenses,  if  a  bond  is  given  to  operate  the  road 
for  five  years. 

The  law  of  Sonth  Carolina  '  makes  the  receiver  per- 
sonally liable  for  the  taxes  of  the  railroad. 

The  statute  of  Texas,  adopted  in  1889,  is  the  most 
extensive  piece  of  legislation  on  the  subject  of  receiver-- 
ships.-  Besides  the  general  provisions  already  noted  it 
prohibits  the  appointment,  as  receiver,  of  any  person 
who  is  not  a  citizen  of  Texas  qualified  to  vote,  and  de- 
clares an  appointment  in  violation  of  this  provision  void, 
and  the  charter  forfeited  of  any  corporation  which  pro- 
cures such  an  appointment.  It  further  declares  that  the 
jurisdiction  to  appoint  receivers  for  property  situated  in 
Texas  is  limited  to  courts  of  that  State.''^  Application 
for  a  receivership  cannot  be  made  by  a  corporation  for 
itself.  The  funds  in  the  hands  of  receivers  are  directed 
to  be  applied  first  to  paying  costs  of  the  suit  ;  2nd, 
wages  of  employees  ;  3rd,  debts  for  materials  and  sup- 
plies ;  4th,  debts  for  betterments  and  improvements  ;  5th, 
claims  on  contracts  and  for  personal  injuries  and  stock 
killed  ;  6th,  judgments  recovered  against  the  corporation 
in  suits  brought  before  the  appointment  of  the  receiver. 
Property  in  the  hands  of  the  receiver  is  declared  subject 
to  execution,  judgments  create  a  first  lien  on  the  property, 
and  the  property  is  charged  with  the  lien  even  after  the 
receivership.     Indeed  the  discharge  of  the  receiver  does 

1  Revised  Statutes    (1893)  \  \  225,  226. 

'  Revised  Civil  Statutes  of  Texas  ( 1895)  Art.  1466-1492. 

'The  purpose  is  of  course  to  prevent  the  federal  courts  from  ap- 
pointing receivers  in  Texas,  incredible  as  it  may  seem  that  any  legis- 
lator could  suppose  that  a  federal  court  would  ever  look  to  a  Texas 
statute  for  a  definition  of  its  jurisdiction. 
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not  work  abatement,  but  the  receiver  and  the  person  to 
whom  the  property  is  delivered  are  both  liable  and  may 
be  sued  for  an  unpaid  claim  ;  the  property  re-delivered 
by  the  receiver  without  sale  is  liable  for  debts,  and  both 
judgments  and  unsued  claims  have  a  preference  lien  over 
the  mortgage,  and  so  has  a  floating  debt  created  by  order 
of  the  court  to  make  betterments  on  the  property.  No 
corporation  can  be  administered  by  the  direction  of  the 
court  for  more  than  three  years,  and  at  the  end  of  that 
time,  if  the  receivership  has  not  been  terminated,  the 
affairs  of  the  corporation  must  be  wound  up  unless  this 
is  prevented  by  appeals. 

With  the  exception  of  the  Texas  law,  which  can 
hardly  be  said  as  yet  to  have  had  any  direct  influence  ^ 
it  will  be  seen  that,  for  the  most  part,  these  laws  are 
ver}^  general  in  their  character.  Only  a  few  of  them, 
and  these  in  a  very  small  luimber  of  States,  limit  the 
discretion  of  the  court  either  in  the  creation  or  in  the 
management  of  receiverships.  The  courts  are  thus  left 
to  depend  very  largely  on  such  precedents  as  they  may 
find  in  English  and  American  judicial  decisions,  and  upon 
their  own  devices.  And  as  many  of  the  decisions  have 
not  emanated  from  the  court  of  last  resort,"  not  a  few 
judges  have  refused  to  be  bound  by  them.  How  the 
laws  have  been  applied  in  actual  cases,  will  be  seen  in 
another  cliapter. 

^Naturally  the  law  has  not  encouraged  railroad  bondholders  to  seek 
receiverships  in  Texas  courts  of  late. 

^  In(?eed,  sine-  the  passage  of  the  Act  of  March  3,  1S91,  railroad  re- 
ceivership suits  can  no  longer,  save  in  very  exceptional  cases,  be  ap- 
pealed to  the  Supreme  Court  of  the  United  States.  See  below,  page 
150. 


CHAPTER  II. 

THE  HISTORY  AND  STATISTICS  OF  RAILROAD    RECEIVER- 
SHIPS   IN    THE    UNITED    STATES. 

While  railroad  receiverships  were  not  uncoinnion  at 
an  earlier  period,'  their  great  frequency  and  importance 
have  been  within  the  last  twenty-five  years."  During 
this  time  more  than  seven  hundred  railroad  companies, 
with  a  mileage  exceeding  100,000  miles,  have  been  put 
into  receiverships.  It  would  be  a  serious  error,  how- 
ever, to  say  that  considerably  more  than  one-half 
the     railroad     mileage    of    the     country  ^    has    passed 

^The  panic  of  1S57  was  severe  in  its  effects  on  railroaris.  In  1S59 
more  than  a  score  of  corporations,  owning,  in  the  aggregate,  over 
2,500  miles  of  railroad,  that  is,  abont  ten  percent,  of  the  total  mileage 
of  the  counlr}-,  were  in  receiverships. 

^  Among  the  more  important  of  the  earlier  receiverships  were  the 
Vermont  Central  Railroad  (120  miles)  1855-84,  the  Canandaigua  & 
Niagara  Falls  Railroad  (100  milesj  1856-58.  the  Marietta  &  Cincinnati 
Railroad  (174  miles)  1S58-60,  the  New  York  &  Erie  Railroad  (465 
miles)  1859-62,  the  New  Albany  &  Salem  Railroad  (288  miles)  i859-62> 
the  St.  Louis,  Alton  &  Chicago  Railroad  (220  miles)  1S59-62,  the 
Great  Western  Railroad  (175  miles)  1S59-62,  the  Central  Ohio  Rail- 
road (137  miles)  1859-65,  the  Cincinnati,  Wilmington  &  Zane.'-ville 
Railroad  (132  miles)  1859-64,  the  Steubenville  &  Indiana  Railroad  (117 
miles)  1859-62,  the  Columbus,  Piqua  &  Indiana  Railroad  (103  miks) 
1859-62,  the  Pittsburg,  Ft.  Wayne  &  Chicago  Railroad  (468  miles) 
1860-61,  the  La  Cros«e  &  Milwaukie  Railroad  (200  miles)  1S60-65, 
the  Atlantic  &  Great  Western  Railway  (429  miles)  1867-68  and  1869-71. 
Few  others  prior  to  1870  werti  of  lailroads  owning  so  much  as  a 
hundred  miles  of  road. 

'The  railroad  mileage  of  the  United  vStates  is  now  about  184,000 
miles. 
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through  receiverships,  because  so  many  roads  or 
parts  of  roads  have  been  in  the  hands  of  receivers 
two  or  three  times/  While  the  combinations  and  disso- 
lutions of  railroad  companies  have  been  so  numerous  as 
to  complicate  the  problem  very  greatly,  it  is  probable 
that  not  more  than  one-third  of  the  total  mileage  has 
been  involved  in  receiverships.  The  following  table 
shows "  the  number  of  railroads  which  have  gone  into 
receiverships  each  year  for  the  last  twenty-eight  years. 

'  See  l)el(iw,  page  106. 

2  The  lists  published  b}' the  Raihvay  Age  for  1876-79  and  1S84-97 
differ  from  these  for  the  following  reasons  :  some  oniissions  from  the 
Age's  lisis  have  been  discovered  ;  a  few  cases  have  been  included  in 
those  lists  which  were  merely  new  appointments  for  roads  already  in 
the  hands  of  a  receiver,  and  some  in  which  the  appointment  was 
annulled  without  the  receiver  ever  getting  possession  ;  on  the  other 
hand  a  system  of  roads  has  been  counted  as  one  by  the  Age  when 
from  two  to  two  dozen  differeni  companies  were  involved,  each  under 
a  separate  receivership.  Then  in  the  matter  of  mileage  the  Age  in- 
cludes both  that  owned  by  the  company  and  other  mileage  operated 
by  it,  and  even  the  mileage  of  subsidiary  roads  operated  separately. 
While  either  plan  is  subject  to  some  objections,  it  has  been  decided 
to  include  in  these  tables  only  the  mileage  owned  by  the  companies 
concer:ied,  except  in  two  cases,  the  Cincinnati,  New  Orleans  &  Texas 
Pacific  Railway  and  the  Central  Vermont  Railroad,  which  are  large 
operating  companies  but  own  no  railroad. 
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21 
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One  caution  must  be  observed  in  interpreting  these 
figures.  The  great  falling  off  in  the  number  of  receiver- 
ships in  the  years  immediately  following  those  in  which 
the  maximum  is  reached,  does  not  necessarily  indicate 
any  improvement  in  railroad  conditions.  For  instance, 
the  number  in  1894  was  only  fifty  as  compared  with  one 
hundred  thirty-two  the  preceding  year.     But  at  the  be- 

1  In  compiling  the  table  the  figures  for  the  mileage  of  each  railroad 
are  taken  from  the  Statistics  of  Railways,  published  by  the  Interstate 
Commerce  Commission,  since  1887;  Iiefore  that  time,  from  Poor's 
Manual  of  the  Railroads  of  the  United  States. 
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ginning  of  1894  nearly  all  the  roads  for  which  receivers 
had  been  appointed  in  1893  were  still  in  the  hands  of 
receivers.  Conseqnently  the  fact  that  any  considerable 
nnmber  at  all  was  added  in  1894,  1895  and  1896,  showed 
a  continuance  of  very  serious  conditions.  A  somewhat 
more  significant  table  is  the  following,  showing  the 
number  of  railroad  companies,  with  the  mileage  owned 
bv  them,  actually  in  the  hands  of  receivers  on  the  first 
day  of  January  and  of  July  since  1873  and  the  first  of  each 
month  beginning  with  July  1889.  This  table  would  in- 
dicate the  condition  of  affairs  very  satisfactorily  if  the 
time  which  a  receivership  lasts  were  always  uniform. 
But  as  there  is  the  widest  variety  in  this  respect,  even 
this  table  is  in  danger  of  being  slightly  misleading. 
However,  as  there  is  no  very  material  variation  from 
year  to  year  in  the  average  duration  of  receiverships, 
the  error  is  slio-ht. 
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TABLE  SHOWING  NUMBER  AND  MILEAGE  OF  RAILROADS 
IN  THE  HANDS  OF  RECEIVERS  ON  THE  FIRST  DAY 
OF  THE  MONTHS  NAMED. 
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Dec. 

52 

9396 

5-74 

1878-Jan. 

94 

12,988 

16.42 

1891-Jan. 

54 

9,352 

5-61 

July 

94 

12,956 

16.38 

Fel). 

57 

10,058 

6  04 

1879-Jaii. 

95 

12,678 

15-51 

Mar. 

60 

10,067 

6.04 

Julv 

86 

^1.576 

14.16 

Apr. 

63 

10,459 

6  34 

1880-jan' 

73 

10,099 

11.67 

May 

63 

10,514 

6.37 

July 

61 

8,522 

9-84 

June 

60 

10,019 

6. or 

I 88 I -Jan. 

54 

•   6,82  ^ 

731 

July 

55 

8.607 

5-iT 

JuU- 

40 

5.175 

5-55 

Aug. 

53 

6,884 

4-09 

1882-Jaii. 

29 

3  773 

366 

vSepi. 

55 

6,921 

4.11 

Julv 

29 

4,043 

3-92 

Oct. 

56 

6,.S56 

4.06 

1883-Jan. 

27 

3.838 

3-35 

Nov. 

55 

6,819 

405 

July 

20 

2,100 

1.83 

Dec. 

58 

6,768 

4.02 

iS84-Jan. 

23 

3,430 

2.82 

1892-Jaii. 

60 

7,049 

4-13 

Julv 

40 

7.295 

6  01 

Feb. 

62 

7,361 

43r 

1885-Tan. 

54 

9,369 

7-47 

Mar. 

69 

7,624 

4-58 

Julv 

79 

M,733 

11-75 

Ar,r. 

71 

7,710 

463 

1886-Jan. 

76 

15,926 

12.41 

May 

69 

7,367 

4-31 

July 

70 

13.435 

10.47 

June 

70 

7, '88 

4.21 

1887-Jan. 

68 

1 1,646 

8.54 

July 

77 

8.465 

4-93 

Julv 

58 

9.780 

7.17 

!            Aug. 

75 

8,002 

4.66 

i8S8-Jan. 

51 

8,585 

5-76 

Sept. 

77 

8,265 

4  72 

Julv 

54 

8,393 

5.60 

Oct. 

76 

8, 1 84 

4-77 

1889-Jan'. 

52 

8,2S2 

5-28 

!            Nov. 

79 

8,259 

4-71 

July 

■l2 

8,885 

5-63 

Dec. 

78 

8,187 

4  77 

Aue. 

51 

7.963 

5-^'5 

1893-Jan. 

77 

8,495 

4.84 

Sept. 

50 

7.937 

503 

Feb. 

79 

8,645 

4-93 

Oct. 

50 

7,, 866 

4-99 

Mar. 

81 

8.847 

5-05 

Nov. 

54 

8,198 

5-20 

Apr. 

85 

9,601 

5-48 

Dec. 

57 

8,724 

5-53 

May 

85 

9.784 

5-60 

History  and  Statistics  of  Railroad  Receiverships.       7 1 


'•& 

■■/. 

i'r'^ 

^  ±m 

w-"^ 

^^'Ji 

zc  - 

§i^ 

it  k- 

OJ 

V    > 

a 

11  > 

l<^u 

. u- 

B 

P-i   c 

B 

Pm  0 

Z 

^ 

H 

1 

^ 

H 

I 893 -June 

93 

10,862 

6.20 

1895-Oct. 

177 

33,124 

18.34 

J"iy 

93 

1 1 -.397 

6.12 

Nov. 

176 

32.723 

18.11 

Aug. 

99 

'2,592 

6.80 

Dec. 

176 

31.977 

17.76 

Sept. 

105 

15.975 

9  c6 

1896-Jan. 

171 

30.961 

17.10 

Oct. 

112 

17.082 

9-65 

Feb. 

171 

26,552 

1467 

Nov. 

172 

26,30  ) 

14.90 

Mar. 

173 

26,857 

14-^3 

Dec. 

ib4 

27,222 

1542 

Apr. 

172 

27,  I  1  1 

14  96 

1894-Jau. 

191 

34.496 

19.41 

May 

171 

27.217 

15-03 

Feb 

200 

35.900 

20  20 

Juue 

165 

26,549 

14  61 

Mar. 

204 

36,310 

20.43 

July 

166 

26,652 

1458 

Apr. 

210 

36.619 

20.60 

Aug. 

161 

26,251 

14.36 

May 

212 

36,4«5 

20.53 

Sept. 

153 

25,273 

13.83 

June 

209 

36.  i4f 

20.33 

Oct. 

156 

21.529 

11.78 

July 

210 

36,233 

20.27 

Nov. 

153 

19.776 

10  82 

Aug. 

209 

36,062 

20.18 

Dec. 

154 

19,286 

1055 

Sept. 

207 

34331 

19.27 

1897-Jan. 

146 

17,692 

968 

Oct. 

207 

33.690 

18.81 

Feb. 

150 

17,728 

9.71 

Nov. 

206 

33,542 

18.77 

Mar. 

152 

i.S,o29 

987 

Dec 

I  So 

33.' '49 

1849 

Apr 

147 

16,278 

8.92 

1895-Jan. 

1S2 

33.241 

18  60 

May 

148 

'6,3'7 

8  94 

Feb. 

184 

33,291 

i«.57 

June 

148 

16,307 

8.94 

Mar. 

186 

34.591 

19  29 

'            Julv 

140 

14.946 

8.14 

Apr. 

188 

34,621 

19-3' 

Aug. 

140 

14,656 

7-99 

May 

191 

34,102 

19.02 

Sept. 

'39 

14  569 

7-94 

June 

191 

34,. ^c  8 

19.14 

;        Oct. 

'37 

14,469 

7.88 

Juiy 

182 

34  036 

18.84 

Nov. 

'36 

14.193 

7  73 

Aug. 

182 

33  902 

IS.  77 

Dec. 

136 

'4,275 

7.78 

Sept. 

180 

33,575 

18.58 

iSgS-Jan. 

132 

14,101 

7.64 

The  most  frequent  rea.son  for  receiverships,  indeed  the 
ground  on  which  the  application  for  a  receiver  is  usually 
based,  is  the  failure  of  the  railroad  company  to  pay  the 
interest  on  its  mortgage  bonds/ 

I  Though  other  creditors  tliaii  the  mortgage  bondholders  occasion- 
allv  Vjring  about  a  receivership.  The  claims  are  sometimes  of  a  com- 
paratively petty  character  ;  e.  g.,  a  receiver  was  appointed  in  1885  for 
the  New  York,  Pittslmrgh  &  Chicago  Railway  at  the  instance  of  a  for- 
mer employee  whom  the  company  owed  f  1,000.  See  10  Raihvay  Age, 
426,  434- 
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The  explanation  of  the  receivership,  therefore,  is  to 
be  sought  mainly  in  the  causes  which  have  led  to  the 
interest  defaults.  So  far  as  the  default  is  not  intentional 
on  the  part  of  the  managers  for  the  purpose  of  wrecking 
the  road  in  their  own  interest,^  these  causes  may  be 
grouped  under  three  heads  :  -  ist,  those  which  concern 
directly  the  income  of  the  railroad  ;  2ud,  those  which 
concern  the  operating  expenses  ;  and  3rd,  those  which 
pertain  to  the  fixed  charges.  In  any  particular  instance 
any  one  or  all  of  these  causes  may  have  contributed  to 
the  result,  though  in  most  cases  it  will  probably  be 
found  that  more  than  one  cause  was  at  w^ork. 

In  considering  the  bearing  of  the  income  on  the  finan- 
cial standing:  of  the  railroad,  we  have  to  regard  both 
general  conditions,  that  is,  those  which  are  felt  by  all 
roads,  and  special  influences  that  affect  some  more  than 

^  £'._§'.,  the  receivership  of  the  Cincinnati  &  Eastern  Railway  in 
1883,  was  alleged  to  have  been  secured  for  the  purpose  of  enabling  a 
syndicate  to  get  the  road  for  less  than  its  value.  See  8  Railway  Age, 
596- 

^That  is,  when,  as  in  most  cases,  the  railroad  is  carried  on  as  an  in- 
dependent enterprise.  But  the  failure  of  the  Philadelphia  &  Reading 
Railroad,  at  least  at  the  time  of  the  first  receivership,  1S80,  w-as  at- 
tributed to  complications  in  the  coal  and  iron  business  in  which  a 
large  part  of  the  company's  capital  was  invested.  See  20  Chicago 
Raihi'ay  Review,  257.  The  Adirondack  Railroad  was  included  in  the 
receivership  of  the  Adirondack  Company  in  1875,  but  was  only  auxili- 
ary to  the  mining  and  manufacturing  operations  of  the  company. 
See  Poor's  Manual  for  1875-6,  page  128.  The  embarrassments  of  the 
Vaca  Valley  &  Clear  Lake  Railroad,  for  which  a  receiver  was  ap- 
pointed in  187S,  were  caused  by  the  failure  of  a  grain  dealer  who  was 
the  chief  owner  of  the  road.  See  10  Railroad  Gazette,  407.  The  re- 
ceivership of  the  Houston,  East  &  West  Texas  Railway  in  1885,  was 
due  to  the  death  of  the  principal  stockholder.  See  17  Railroad 
Gazette,  462. 
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others.  And  one  of  the  most  obvious  generalizations 
that  can  be  made  in  regard  to  the  whole  matter  is,  that 
years  of  general  business  depression  have  been  the  ones 
most  prolific  of  receiverships.  Thus  the  panic  of  1837,' 
although  coming  so  soon  after  the  beginning  of  railroad 
building,  was  followed  immediately  by  a  long  list  of 
receiverships,  and  in  more  recent  years  receiverships 
have  reached  the  maximum  in  1876,  1886  and  1894, 
and  almost  disappeared  toward  the  close  of  1883,  while 
the  year  1887  saw  less  than  three-fourths  of  one  per 
cent,  of  the  railroad  mileage  of  the  country  put  into 
receiverships.  Commonplace  as  this  may  seem,  it  is  of 
more  consequence  than  at  first  appears,  since  it  at  once 
overthrows  the  notion  that  receiverships  have  been  pro- 
duced chiefly  by  unfavorable  legislation.  This  is  shown 
in  two  ways  :  first,  because  railroad  failures  have  come 
about  larg-elv  in  great  business  crises  in  which  failures 
have  been  general  in  all  lines  of  activity,  not  directly 
affected  by  the  legislation,  and  secondly,  because  the 
different  maximum  periods  have  occurred  under  radi- 
cally different  conditions  so  far  as  legislation  is  concerned. 

But  general  business  conditions,  though  so  important, 
can  be  only  a  contributing — often  the  chief,  but  never 
the  sole  cause  of  receiverships.  For  general  depression 
affects  all  roads,  while  only  a  minority  succumb.  We 
must  look  therefore  to  special  causes  to  explain  why 
certain  railroad  enterprises  fall  while  others  continue  to 
stand. 

At  the  outset   it  will   be   seen  that  some   conditions 

^  See  also  note  i  above,  page  66. 


74  Economic  Studies. 

which  at  first  sight  appear  general  really  have  a  very 
much  greater  effect  on  some  roads  than  on  others.  For 
example,  a  failure  of  crops  affects  the  income  mainly  of 
those  roads  which  penetrate  the  staple  agricultural  dis- 
tricts/ affecting  others  indirectly,  by  lessening  general 
purchasing  power. 

A  time  of  panic  also  affects  roads  differently  according 
as  receipts  from  passenger  service  or  those  from  freight 
service  contribute  the  larger  percentage  of  the  income 
of  the  road.  The  year  ending  June  30,  1894,  showed  a 
decrease  in  freight  earnings  as  compared  with  the  pre- 
ceding year  of  15.63  per  cent,  for  the  United  States  as  a 
whole,  the  decrease  being  very  marked  in  every  one  of 
the  ten  territorial  groups  into  which  the  country  is  dis- 
tricted bv  the  Interstate  Commerce  Commission.  Pas- 
senger earnings,  on  the  other  hand,  decreased  only  5.35 
per  cent,  for  the  whole  country,  while  in  the  regions 
bounded  by  the  Great  Lakes  and  the  Ohio  and  Missouri 
rivers,  as  well  as  in  the  Louisiana-Texas  district  the 
passenger  receipts  actually  increased  in  this  panic  year. 
In  the  former  case  the  increase  was  to  be  explained  by 
the  abnormal  amount  of  travel  in  connection  with  the 
World's  Fair,  but  in  no  district  was  the  decrease  in  pas- 
senger earnings  proportional  to  the  decrease  in  the  re- 
ceipts   from    freight.^     Under    these    circumstances  we 

'As  atiother  example,  an  attornej-  of  the  Wheeling  &  Lake  Erie 
Railroad  attributed  the  receivership  of  1897  largely  to  the  depression 
in  the  coal  trade.  As  the  road  depended  largely  on  the  coal  business, 
its  earnings  suffered. 

^  That  the  extent  to  which  the  World's  Fair  swelled  passenger  re- 
ceipts outside  the  two  districts  immediately  adjacent  to  Chicago,  is 
less  than  might  be  supposed,   is   shown   by   the   fact   that   passenger 


History  and  Statistics  of  Railroad  Receiverships.       75 

should  naturally  expect  the  panic  to  bear  most  severely, 
other  things  being  equal,  on  those  roads  in  whose  in- 
come the  freight  receipts  formed  a  larger  proportion 
than  the  average/  Even  the  passenger  earnings  them- 
selves are  affected  by  a  period  of  general  depression 
differently  according  to  the  relative  proportion  in  which 
they  are  composed  of  earnings  from  immigrant  travel^ 
from  first  class  long  distance  travel,  from  general  local 
travel,  from  excursion  and  summer  or  winter  resort 
travel  and  from  suburban  business. 

In  considering  the  special  causes  which  affect  the  in- 
come of  railroads,  legislation  must  not  be  overlooked. 
The  notion  that  the  Interstate  Commerce  Act  has  been 
productive  of  railroad  bankruptcy  relies  mainly  on  the 
fact  that  there  has  been  a  somewhat  undulating  increase 
in  receiverships  since  1887.  It  has  already  been  shown 
that  railroads  are  not  exceptional  in  this  respect.  But  a 
glance  at  the  tables  on  pages  68-71  effectually  disposes  of 
the  superficial  notion  that  the  Interstate  Commerce  Act 
has  been  a  chief  cause  of  receiverships.  Save  in  the 
disastrous  '93,  the  mileage  of  railroads  j)laced  in  the 
hands  of  receivers  has  never  risen,  in  any  year  since  the 
passage  of  the  Interstate  Commerce  Act,  to  the  figures 

earnings  in  three  of  these  eight  districts  actually  increased  in  the  year 
after  the  World's  Fair,  while  in  only  one  was  the  decrease  as  high  as 
10  per  cent.,  that  is,  less  than  two-thirds  as  great  as  the  decrease  in 
freight  earnings  for  the  whole  country  in  1894. 

^  Of  the  24  operating  companies  owning  300  or  more  miles  of  rail- 
road each,  which  were  in  the  hands  of  receivers  30  June  1894,  the 
proportion  of  freight  earnings  to  total  earnings  decidedly  exceeded 
the  average  proportion  for  all  operating  roads,  in  19  cases.  In  1895 
there  were  17  similar  cases  out  of  a  total  of  23. 
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attained  in  1875,  1884  and  1885/  although  the  total 
mileage  of  the  United  States  had  increased  nearly  42 
per  cent,  from  1884  to  1893  and  more  than  138  percent, 
since  1875.  If  the  Interstate  Commerce  Act  were  the 
chief  cause  of  receiverships,  statistics  ought  to  show  that, 
after  the  law  had  been  in  effect  for  some  time,  receiver- 
ships became  more  numerous  than  before  the  law  was 
enacted.  But  as  a  matter  of  fact,  the  number  of  rail- 
roads in  the  hands  of  receivers  did  not,  for  nearly  six 
years  after  the  passage  of  the  law,  become  as  great  as  it 
had  been  two  years  before  the  law  was  passed,  while  it 
was  not  till  September  1893,  when  the  country  was  in 
the  midst  of  the  most  disastrous  panic  which  it  has  ever 
experienced,  that  the  mileage  of  railroads  in  the  hands 
of  receivers  rose  to  as  high  a  point  as  had  been  reached 
in  1886,  and  even  in  1877  when  three-fifths  of  the  pres- 
ent railroad  mileage  was  yet  unbuilt." 

The  particular  clauses  of  the  Interstate  Commerce  Act 
which  have  been  alleged  to  be  specially  burdensome  to 
the  railroads  are  the  "long  and  short  haul  "  clause  and 
the  prohibition  of  pools.  In  respect  to  the  former,  the 
Commission  has  always  been  very  ready  to  make  the 
permitted  exception  where  any  reasonable  grounds  could 
be  found.  And  in  other  instances  the  clause  has  not 
been  vigorously  enough  enforced  to  produce  any  very 
drastic  results. 

'  1893  and  1894  are  the  only  years  m  which  the  number  of  receiver- 
ships established  has  been  as  great  as  in  1875  and  1885. 

"  In  1S77  more  than  18  per  cent,  of  the  railroad  mileage  of  the 
country  was  in  the  hands  of  receivers  ;  at  no  time,  even  in  1894,  has 
the  percentage  exceeded  20  and  a  small  fraction. 
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In  respect  to  pools  it  is  probably  true  that,  in  so  far  as 
they  are  effective  in  limiting  competition,  they  prevent 
some  loss  of  revenue  to  certain  roads.  This,  however, 
can  mean  only  one  of  two  things.  It  may  mean  only  that 
the  income  is  differently  distributed,  so  that  some  roads 
receive  more  and  others  less  than  they  would  without  the 
pool.  In  this  case  it  remains  to  be  shown  why  one  dis- 
tribution is  preferable  to  the  other.  Or  it  may  mean 
that  higher  rates  are  maintained.  But  rates  can  be 
maintained  by  a  pool  only  when  all  the  competitors  can 
be  persuaded  to  enter  the  pool  and  when  the  pooling 
agreement  can  be  made  effective.  Now  before  the  en- 
actment of  the  Interstate  Commerce  Act,  such  pools  as 
existed  were  only  voluntary  agreements  which  there  was 
no  effective  way  to  enforce.  They  were  always  short- 
lived, the  withdrawal  of  the  dissatisfied  members  speedily 
disrupting  them,  and  even  while  they  lasted,  according 
to  the  very  general  testimony  of  the  managers  of  our 
leading  transportation  lines,  secret  violation  was  almost 
universal.^  Indeed  it  was  frequently  alleged  by  the 
withdrawing  member  as  a  reason  for  the  withdrawal 
that  other  members  were  violating  the  pooling  agree- 
ment. It  may  be  doubted  whether  pools  were  on  the 
whole  more  effective  in  preventing  rate-cutting  than  such 
general  agreements  to  maintain  uniform  rates  as  are  still 
in  existence.  In  any  event  no  sweeping  conclusions  can 
be  drawn.     The  burden  of  proof  must  rest  on  one  who 

^See  particularly  their  testimony  before    the   Senate  Select  Com- 
mittee on  Interstate  Commerce,  pp.  172,  363,  411,  1205,  1235. 
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would  assert  that  the  income  of  a  particular  railroad  has 
been  seriously  injured  by  the  prohibition  of  pools.^ 

While  the  subject  of  railroad  control  by  the  several 
States  cannot  be  exhaustively  discussed  here,  it  may  be 
noted  that  there  is  no  such  correspondence  between 
thoroughness  of  State  control  and  frequency  of  receiver- 
ships as  to  indicate  any  clear  relation  of  cause  and  effect. 
For  instance,  in  Iowa  the  system  of  State  control,  particu- 
larly in  the  limitation  of  rates,  has  probably  been  carried 
as  far  as  anywhere.  The  Wabash  s}'stem,  only  a  small 
fraction  of  whose  mileage  was  in  Iowa,  went  into  a  re- 
ceivership in  1885.  The  Minneapolis  &  St.  Louis  Rail- 
way, less  than  half  of  whose  mileage  is  in  Iowa,  followed 
in  1888.  Aside  from  these,  however,  the  only  receiver- 
ships established  over  Iowa  lines  from  1876  to  1893  have 
been  over  the  Central  Iowa,  which  had  already  gone 
into  a  receiver's  hands  before  the  beginning  of  the 
Granger  legislation,  and  two  unfinished  narrow-gauge 
roads,  one  45  miles  and  the  other  90  miles  long,  neither 
having  any  important  termini  or  connections.  The 
panic  of  1893  added  to  these  the  Omaha  &  St.  Louis 
Railway — part  of  the  Wabash  wreckage — the  Sioux 
City  &  Northern  Railroad  and  the  Winona  &  South- 
western Railway,  all  together  having  an  Iowa  mileage 
of  little  more  than  i5omiles.^     The  Humeston  &  Shen- 

'  This  point  is  practically  conceded  by  the  universal  abandonment 
of  the  demand  for  a  mere  repeal  of  this  clause  of  the  Interstate  Com- 
merce Act,  and  the  substitution,  on  the  part  of  those  formerly  taking 
this  ground,  of  a  movement  for  the  passage  of  an  act  legalizing  pools 
subject  to  the  Commission's  approval,  and  making  the  pooling  agree- 
ments enforceable  by  law. 

^  The  total  railroad  mileage  of  Iowa  exceeds  8,500  miles. 
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andoah  Railroad,  95  miles  long,  witli  country  villages 
for  both  termini,  followed  two  years  later. 

There  is,  however,  one  force  which  has  been  very 
effective  in  reducing  the  income  of  railroads,  and  that  is 
competition.'  Without  any  other  statistics  than  a  railroad 
map  it  is  easy  to  see  that  with  six  companies  competing^ 
for  the  business  between  Chicago  and  the  Twin  Cities  of 
Minnesota,  seven  between  Chicago  and  Kansas  City, 
four  between  Chicago  and  Omaha,  five  between  Chicago 
and  St.  Louis,  three  between  Chicago  and  Cincinnati, 
six  between  New  York  and  Buffalo,  and  so  forth,  the 
profits  on  through  business,  when  divided  among  so 
many  competitors,  must  be  very  meagre. 

It  will  not  do,  however,  to  assume  that  the  increase 
of  competition  has  usually  driven  existing    roads  into 

^  The  important  point  about  competition  in  this  connection  is  its 
tendency  to  divide  up  the  traffic  so  that  no  competitor  gets  enough 
business  to  make  the  enterprise  successful.  Doubiless  competition 
has  also  had  some  effect  in  reducing  rates  ;  but  it  must  be  observed 
that  no  reliable  statistics  have  been  produced  to  show  a  greater  fall  in 
freight  rates  (much  less  in  passenger  rates)  during  tlie  last  quarter 
century,  than  the  fall  in  general  prices  of  commodities  ;  furthermore, 
the  sections  of  coutitry  where  the  lowest  rates  prevail  are  not  those 
where  receiverships  are  most  numerous. 

'  Notwithstanding  the  partially  monopolistic  character  of  railroads, 
there  is  still  a  great  amount  of  competition,  even  after  making  all  due 
allowance  for  pools,  agreements  on  rates,  etc.  There  is  practical  cut- 
ting of  rates,  in  freight  through  rebates  and  underbilling,  in  passenger 
business  (to  say  nothing  of  underhand  dealings  \>y  the  railroads  with 
"scalpers")  through  the  payment  of  commissions,  a  practice  which 
is  ostentatiously  "abolished"  at  frequent  intervals.  But  a  more  im- 
portant way  in  which  one  road  seeks  to  compete  with  another,  is  by 
striving  to  offer  better  accommodations,  in  the  way  of  unusual  speed 
and  comfort,  frequency  of  trains,  convenience  of  terminal  facilities, 
etc. ,  or  b}^  extensive  advertising  of  its  advantages,  both  in  print  and 
through  soliciting  agents.     All  these  methods  involve  vast  expense. 
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bankruptcy.  Quite  as  often  the  road  already  established 
has  survived,  while  the  new  road,  built  to  compete  with 
the  first,  has  been  unable  to  compete  successfully,  and 
has  gone  into  a  receivership.  The  new  road  has  often 
had  to  compete  at  a  disadvantage  by  reason  of  its  longer 
route  or  heavier  grades  or  more  expensive  engineering, 
or  imperfect  connections  or  terminals,  or  even  its  lack 
of  well  established  patronage/ 

Sometimes,  however,  the  new  road  succeeds  in  com- 
peting for  the  through  business  fairly  well,  but  passes 
through  a  section  which,  either  because  of  the  sparse- 
ness  of  its  population  or  its  previous  possession  of  rail- 
road facilties,  offers  little  of  the  local  traffic  which  its 
rival  finds  so  profitable."' 

There  are  instances,  however,  in  which  the  stress  of 
competition  has  fallen  very  heavily  upon  the  old  road. 
The  Union  Pacific  Railway  furnishes  one  of  the  most 
striking  illustrations.  From  having  a  complete  mo- 
nopoly of  the  railroad  business  west  of  the  Missouri 
river,  it  has  been  obliged  to  divide  the  transcontinental 

*  For  example,  the  New  York  &  New  England  Railroad  depended 
on  a  rival  (which  has  since  absorbed  it)  for  entrance  to  New  York 
City.  The  Erie  Railway  can  get  first-class  passengers  between  New 
York  and  Chicago  only  b}'  taking  them  for  two  dollars  less  than  the 
Pennsylvania  lines,  thns  reducing  all  its  revenue  from  this  source 
more  than  ten  per  cent.,  while  at  the  same  time  it  must  be  at  the  ex- 
pense of  carrying  these  passengers  83  miles  farther  than  its  rival. 

^The  Erie  again  excellently  illustrates  this  point  For  many  inter- 
esting facts  about  the  peculiar  position  of  the  Erie  see  Van  Oss, 
American  Railroads  as  Investments,  pp.  211  fF.  The  Lake  Erie  & 
Western  Railway  (from  Sandusky  to  Peoria)  is  another  road  which 
was  included  in  the  list  of  receiverships  for  1885,  because  most  of  its 
traffic  was  through  business  at  competitive  points,  carried  at  low  rates. 
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traffic  with  six  competitors,  it  has  a  formidable  rival  at 
Ogden  and  another  at  Cheyenne,  while  fonr  other  lines 
from  the  East  penetrate  Colorado.  The  great  develop- 
ment of  its  local  bnsiness  hardly  compensates  the  Union 
Pacific  for  the  loss  of  these  advantages.  The  Northern 
Pacific  Railroad  had  a  somewhat  similar  experience. 
At  its  completion  it  opened  up  a  country  destitute  of 
other  connection  with  the  East.  But  the  completion  of 
the  Great  Northern  Railway  with  its  easier  grades,  the 
Canadian  Pacific  Railway  with  a  government  treasury 
behind  it,  and  the  extension  of  the  Union  Pacific  system 
to  Oregon  proved  too  much  for  it,  and  it  passed  into  a 
receivership'  in  the  panic  of  1893. 

A  form  of  competition  from  which  much  has  been 
feared  for  the  railroads,  is  that  of  electric  trolley  lines, 
especially  in  the  suburbs  of  great  cities.  While  this 
competition  may  come  to  be  very  formidable,  it  has  not 
yet  led  to  any  receiverships.  It  is  a  fact  whose  signifi- 
cance is  not  limited  to  this  particular  point  that  the  New 
York  &  New  England  Railroad  is  the  only  railroad  going 
into  a  receivership  since   1890  in  whose  income  receipts 

^Tbe  same  thing  lias  happened  to  minor  roads  in  very  main^  in- 
stances. The  Philadelphia  &  Atlantic  City  Rfiilwa}^  throughout  its 
length,  was  built  parallel  and  close  to  the  Camden  &  Atlantic,  and 
spent  most  of  its  independent  existence  in  a  receivership  (1878-83). 
The  Brooklyn,  Bath  &  Coney  Island  Railroad  was  very  profitable  till 
the  mulliplicatiou  of  roads  to  Coney  Island  divided  the  business  and 
forced  it  into  foreclosure  proceedings  in  1884.  In  the  case  of  the 
Prescott  &  Arizona  Central  Railway,  the  travel  became  almost  nothing 
after  the  building  of  the  Santa  Fe,  Prescott  &  Phoenix  Railwaj', 
which  is  fourteen  miles  shorter,  and  soon  after  the  beginning  of  the 
receivership  in  1893,  operations  were  suspended  along  the  vvhole 
seventy-three  miles  of  its  length. 
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from  suburban  business  formed  any  important  element.^ 
Few  of  them  have  had  any  suburban  business  at  all.  Of 
the  2IO  roads  in  receivers'  hands  July  i,  1894,  and  the 
hundred  more  which  have  since  succumbed,  only  eight 
had  termini  in  any  of  the  nine  cities  with  a  population 
exceeding  275,000,  and  few  even  of  these  had  any  exten- 
sive suburban  business. 

Another  form  of  competition  which  limits  the  earnings 
of  railroads  is  that  of  water-routes,  especially  along  the 
Great  Lakes  and  the  Atlantic  coast.  It  is  difficult  to  re- 
fer particular  cases  of  bankruptcy  to  this  cause,  how- 
ever. Indeed  the  trunk  lines  which  have  been  most  di- 
rectly affected  by  this  competition  are  among  the  most 
prosperous  railroads  in  the  country. 

A  great  deal  of  complaint  has  been  made  by  railroad 
managers  of  the  competition  of  Canadian  roads  not 
subject  to  the  Interstate  Commerce  Act.  As  in  the  case 
of  water  competition,  however,  the  lines  affected, 
especially  east  of  St.  Paul,  have  generally  been  strong 
enough  to  hold  out  in  spite  of  this  difficulty.  But  the 
Northern  Pacific  failure,  as  already  intimated,  was  doubt- 
less due  in  some  measure  to  this  competition.  The  hard- 
ship has  come,  however,  not  so  much  from  the  operation 
of  the  law  as  from  the  fact  that  government  subsidies, 
granted  for  political  reasons,  give  the  Canadian  Pacific 
Railwa}-  peculiar  advantages. 

It  remains  to  notice  the  case  of  roads  which  have 
been  unwisely  pushed  into  regions  too  far  in  advance  of 

'  The  Chicago  &  Northern  Pacific  Railroad  developed  considerable 
suburban  business  under  the  receivership. 
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settlement,  so  that,  although  free  from  competition,  they 
have  been  driven  into  receiverships  from  lack  of  suffi- 
cient business  to  enable  the  road  to  keep  its  receipts  up 
to  its  expenses.  This  explanation  applies  to  many  short 
roads  in  various  parts  of  the  country..  Naturally  but 
few  long  lines  could  be  placed  in  this  class,  since  the 
failure  is  apt  to  come  before  the  line  has  extended  far. 
To  some  extent,  however,  this  may  account  for  the  con- 
dition of  the  Atlantic  &  Pacific  Railroad,^  the  Fort 
Worth  &  Denver  City  Railway,  the  former  Denver  & 
Rio  Grande  Western  Railway,  and  perhaps  others. 

It  is  now  possible  to  give  another  explanation  for  the 
increase  in  receiverships  since  1887.  That  year  marked 
not  only  the  passage  of  the  Interstate  Commerce  Act, 
but  also  the  climax  in  the  era  of  railroad  building.  In 
the  seven  years  preceding  1887  the  railroad  mileage  of 
the  United  States  had  increased  more  than  57  per  cent. 
The  railroad  building  of  1887  alone  exceeded  nine  per 
cent,  of  even  this  now  greatly  increased  mileage.^  But 
railroad  building  did  not  stop  with  1887 ;  the  total 
mileage  of  the  country  has  increased  nearly  24  per 
cent,  more  in  the  decade  which  has  since  elapsed.  If 
so-called  over-production  is  to  be  held  responsible  for 
financial  reverses  in  any  line  of  enterprise,  there  are 
certainly  few  fields  where  it  has  been  more  active  than 
in  railroad  construction. 

^  The  earnings  per  mile  of  this  road  for  the  year  1893-94  were  more 
than  thirty  per  cent,  below  the  average  earnings  of  the  "group,"  and 
the  showing  for  the  earlier  months,  which  preceded  the  appointment 
of  the  receiver,  was  worse. 

^  Barely  as  many  miles  of  railroad  were  built  in  the  whole  twenty- 
three  years,  1830-1852,  as  were  built  in  the  single  year,  1887. 


84  Eco7iomic  Studies. 

In  some  instances  it  has  happened  that  the  earnings 
of  the  main  part  of  a  system  have  been  sufficient  to  en- 
able the  road  to  meet  its  expenses,  but  the  weight  of 
numerous  unprofitable  branches  and  extensions  has  been 
too  much  for  it.  The  Wabash,  St.  Louis  &  Pacific 
Railway  was  one  of  the  most  striking  illustrations. 
This  road  with  a  mileage  of  3,566,  spread  over  a  region 
extending  from  Lake  Erie  to  the  Missouri  river,  and 
from  St.  Louis  to  northwestern  Iowa,  went  into  a  re- 
ceivership in  1884.  The  receiver  used  the  pruning 
knife  freely,  and  the  reorganized  Wabash  Railroad 
passed  safely  through  the  severe  depression  of  1893-94 
with  1,979  niiles  of  main  track.  The  Indianapolis,  Cin- 
cinnati &  Lafayette  Railroad  was  solvent  when  a  re- 
ceiver was  appointed  in  1870,  but  was  incumbered  w^ith 
a  debt  of  $700,000  for  the  construction  of  branch  roads 
which  were  dead  weights.  The  collapse  of  the  Ohio  & 
Mississippi  Railroad  in  1876  was  declared  by  the  receiver 
to  be  due  to  the  construction  of  the  Louisville  branch, 
together  with  the  expense  of  changing  the  gauge  of  the 
road.^  Somewhat  akin  to  this  are  such  cases  as  that  of 
the  Louisville,  New  Albany  &  Chicago  Railway  (1896) 
which  was  brought  to  a  condition  of  bankruptcy  chiefly 
through  having  guaranteed  to  the  amount  of  $1,185,000 
the  bonds  of  the  Richmond,  Nicholasville,  Irvine  & 
Beattyville  Railroad  which  was  never  completed  and 
became  insolvent. 

Misfortunes  beyond  human  control  have  occasionally 

^  But  dissatisfied  stockholders  held  the  receivership  to  be  part  of  a 
corrupt  scheme  to  absorb  the  property  in  the  interests  of  the  Balti- 
more «Sl  Ohio  Railroad. 
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been  the  means  of  curtailing  the  income  of  a  road  so 
serionsly  as  to  bring  on  a  receivership.  The  embarrass- 
ment of  the  Atlantic  &  Gulf  Railroad,  which  cul- 
minated in  the  receivership  of  1877,  was  attributed  by 
its  president  to  the  violent  epidemic  of  yellow  fever  in 
Savannah  in  the  summer  of  1876,  paralyzing  industries 
and  reducing  commerce.'  Terrible  storms  in  July  1875, 
put  a  stop  to  all  business  on  the  Maiietta,  Pittsburgh  & 
Cleveland  Railroad,  and  the  importunity  of  creditors  im- 
mediately led  to  a  receivership."  The  receivership  of 
the  Texas  &  Pacific  Railway^  in  1885  was  occasioned 
mainly  by  a  large  decrease  in  earnings  in  consequence  of 
the  heavy  floods  in  Louisiana  which  closed  the  New 
Orleans  division  for  several  months,  together  with  the 
failure  of  the  cotton  crop  in  Texas.^  The  Cairo  &  St. 
Louis  Railroad  was  subjected  to  heavy  losses  in  1877 
b)-  the  failure  of  a  tunnel  and  by  the  repeated  destruc- 
tion of  the  road  near  Cairo  by  the  Mississippi  river, 
although  the  receivership  was  also  due  partly  to  the 
failure  of  siiits  to  compel  the  issue  of  municipal  bonds 
voted  in  aid  of  the  enterprise.^  Creditors  of  the  Chicago 
&  Pacific  Railroad,  who  secured  the  appointment  of  a 
receiver  in  1876,  alleged  that  the  road  had  earned  its  ex- 
penses and  interest,  but  that  these  monies  had  been 
diverted  to  extend  the  line.*' 

^9  Railroad  Gazette  21. 

^7  Railroad  Gazette,  349. 

^  But  see  also  below,  page  92. 

*  Poor's  Manual  for  1SS6,  page  S15. 

^(^  Railroad  Gazette,  556. 

^12  Chicago  Raihvay  Revieiv,  155. 
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On  the  side  of  expenditures  it  is  quite  possible  that 
some  roads  have  passed  into  receiverships  in  consequence 
of  excessive  costs  for  operating  expenses.  But  it  is  very 
difficult  to  determine  what  reasonable  costs  of  operation 
are,  without  a  minute  investigation  of  all  the  peculiar 
circumstances  and  conditions  of  each  individual  road. 
General  statistics  do  not  disclose  any  striking  contrasts 
in  this  particular  between  roads  which  have  passed 
under  receiverships  and  those  which  have  not.  Of  late 
the  effort  to  reduce  expenses  of  operation  to  a  minimum 
has  been  very  general,  though  it  is  quite  possible  that 
lack  of  sufficient  care  in  this  direction  may  have  been  a 
more  common  cause  of  receiverships  in  an  earlier  period 
than  in  recent  years. 

Occasionally,  however,  there  have  been  extraordinary 
expenditures  necessitated,  or  liabilities  unintentionally 
incurred,  which  have  bankrupted  a  railroad  company. 
In  consequence  of  an  accident  on  the  New  York  &  Sea 
Beach  Railway  on  Labor  Day,  1895,  claims  for  damages 
were  pressed  upon  the  company  to  an  amount  far  ex- 
ceeding their  entire  capital  stock  and  bonded  debt.  To 
anticipate  action  unfavorable  to  their  claims  the  bond- 
holders proceeded  to  foreclose  their  mortgages  upon  the 
railroad,  and  a  receiver  was  appointed  in  January  1.896.^ 
It  was  to  forestall  judgments  because  of  claims  to  the 
amount  of  half  a  million  dollars  on  account  of  the  de- 
falcation of  the  secretary  and  treasurer  several  years  be- 
fore,  that  a   receiver   was   appointed    in    1893    for   the 

^  28  Railroad  Gazette,  50. 
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Cincinnati,  New  Orleans  &  Texas  Pacific  Railway  Com- 
pany/ 

But  when  we  come  to  the  matter  of  fixed  charges  the 
case  is  more  obvions.  INIan)-  railroads  which  have  gone 
into  receiverships  have  been  operated  by  other  com- 
panies. Their  expenses  consist  entirely  of  fixed  charges, 
and  the  causes  of  their  failure  are  apt  to  be  complicated 
with  those  of  the  operating  company.  But  of  the  operating 
companies  which  were  in  the  hands  of  receivers,  June  30, 
1894,  there  were  few  whose  fixed  charges  did  not  form  a 
much  higher  percentage  of  their  total  expenditures  than 
the  average  of  the  geographical  groups  to  which  they 
belong."  When  it  is  observed  that  this  average  runs 
from  25  to  44  per  cent,  in  the  different  groups  and  ex- 
ceeds T^T^  per  cent,  for  the  country  as  a  whole,  it  can  be 
seen  that  the  roads  which  exceed  the  average  must  be 
very  heavily  hampered  unless  their  operating  exj)enses 
are  exceptionally  small. 

The  weight  of  the  fixed  charges  is  a  matter  of  great 
importance  because  of  the  fact  that  these  charges  are 
most  oppressive  when  the  business  of  the  road  is  in  the 
worst  condition.  When  the  traffic  is  light,  a  large  share 
of  the  ordinary  operating  expenses  can  be  correspond- 
ingly curtailed.  But  the  payment  of  the  fixed  charges 
must  be  kept  up  in  all  contingencies.     The  chief  portion 

^  2^  Railroad  Gazette,  7T^6.  "The  immediate  cause  of  the  receiver- 
ship was  the  decision  of  the  .Superior  Court  of  Cincinnati  in  the  so- 
called  '  Doughty  over-issue  cases,'  whereby  the  company  was  held 
liable  for  the  issue  by  a  former  secretary  of  a  large  amount  of  fraudu- 
lent stock."     Hollander,    The  Cincinnati  Southern  Railway,  p.  53. 

^  The  exact  figures  for  each  road  may  be  seen  in  ihe  statistical  report 
of  the  Interstate  Commerce  Commission. 
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of  the  fixed  charges  of  American  railroads  consists  of 
interest  on  the  bonded  debt.  The  bonded  debt,  bearing 
a  fixed  rate  of  interest,  regardless  of  the  income  of  the 
road,  is  the  chief  financial  reliance  of  the  x'Vmerican  rail- 
road. In  England  the  bonds  are  not  a  lien  on  the  fran- 
chises and  physical  property  of  the  road  as  in  America, 
but  only  on  the  income.  When  income  falls  short,  the 
bondholder  must  suffer  with  the  stockholder,  and  there 
is  no  such  thing  as  a  foreclosure  of  the  road.  Income 
bonds  have  never  been  general  in  the  United  States,^ 
however,  and  do  not  seem  to  be  on  the  increase.  The 
outlook  for  their  sale  would  not  seem  to  be  encouraging, 
since  of  those  in  existence  in  1895  more  than  91  per 
cent,  paid  nothing  to  their  owners,  and  of  the  few  which 
did  pay  at  all,  nearly  three-fourths  paid  less  than  four 
per  cent.^  Of  the  210  railroads  which  were  in  the  hands 
of  receivers  June  30,  1894,  only  sixteen  roads,  belonging 
to  eleven  systems,  had  any  income  bonds  at  all,  and  the 
total  amount  of  these  bonds  was  less  than  ^107,000,000 
out  of  an  aggregate  bonded  indebtedness  on  the  part  of 
these  specially  fortunate  roads,  of  about  ^703,000,000. 
On  the  whole  then,  the  elasticity  afforded  by  income 
bonds  was  hardl}^  appreciable,  and  to  nearly  all  the 
roads  a  slight  curtailing  of  income  meant  a  breaking 
down  under  the  weight  of  the  fixed  charges.  The  Inter- 
state Commerce  Commission  notes  ^  that,  of  the  roads  in 

^Of  the  funded  debt  of  American  railroads  in  1895,  only  f<mr  and 
a  half  per  cent,  consisted  of  income  bonds, — more  than  in  1894,  but 
less  than  in  the  tliree  years  before. 

*  In  this  respect  income  bonds  made  a  worse  showing  than  stock. 
Onl)'  seventy  per  cent,  of  the  stock  faileil  to  pay  dividends. 

*  Report,  1894,  p.  69. 
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the  hands  of  receivers  on  the  above  date,  only  eighteen 
had  paid  any  dividends  to  their  stockholders  since  1880, 
their  entire  net  earnings  in  prosperous  times  being 
scarcely  adequate  to  pay  the  interest  on  their  indebted- 
ness and  other  fixed  charges. 

Whether  American  railroads  are  generally  too  heavily 
capitalized  or  not,  this  is  undoubtedly  the  condition  of 
very  many  small  roads  which  have  helped  to  swell  the 
lists  of  receiverships.'  But  out  of  eighteen  railroads 
owning  or  operating  more  than  300  miles  each  which 
are  at  present-  in  receiverships,  only  ten  are  capitalized 
as  high  as  the  average  of  the  geographical  groups  in 
which  they  are  situated.  And  in  all  but  two  of  the  ten 
a  large  part  of  the  excess  is  represented  by  stocks  and 
bonds  of  other  companies  owned,  or  by  the  equipment 
necessary  to  operate  great  systems  of  leased  lines. 

The  list  of  receiverships  has  been  very  much  ex- 
tended, though  the  additional  mileage  involved  is,  of 
necessity,  comparatively  small,  by  the  great  number  of 
roads  whose  construction  has  been  undertaken  with  in- 
sufficient capital  to  complete  the  work.  In  other 
instances  the  work  has  been  delayed  from  various  causes, 
so  that  obligations  have  matured    before  the  road  has 

^E.g.,  the  Clarinda  &  St.  Louis  Railroad,  twenty-two  miles,  was 
built  for  $8,000  per  mile  and — to  say  nothing  of  the  stock — bonded 
for  |i2,ooo  per  mile.  Nor  did  the  difference  represent  an  increase  in 
value.  The  receiver  appointed  in  18S4  expected  to  have  to  sell  the 
whole  property  for  $40,000.  As  a  matter  of  fact,  he  could  not  sell  it 
at  all,  and  it  was  abandoned  and  the  track  taken  up.  See  21  Railroad 
Gazette,  812.  This,  b}'  the  way,  was  one  of  those  roads  built  not  to 
meet  any  public  need,  but  in  the  futile  hope  of  getting  the  business 
away  from  a  competitor  whose  track  was  close  alongside. 

2  March  i,  1898. 
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reached  a  condition  such  as  to  enable  it  to  earn  a  revenue 
at  all  or  on  only  a  very  small  portion  of  its  length.'  The 
Cleveland,  Delphos  &  St.  Lonis  Railroad,  a  narrow 
gauge  road  46  miles  long,  though  not  insolvent,  was 
placed  in  the  hands  of  a  receiver  in  1884  on  application 
of  the  stockholders,  in  order  to  complete  arrangements 
for  an  extension."  Several  conflicting  liens  on  the 
Tennessee  Central  Railroad  made  financiers  unwilling 
to  advance  money  to  complete  it ;  so  a  receiver  was  ap- 
pointed in  1895  in  order  that  receiver's  certificates  might 
be  issued  for  that  purpose.^  In  the  case  of  the  Hutch- 
inson &  Southern  Railroad  the  difficulties  in  the  way  of 
completion  do  not  seem  to  have  been  financial,  but 
rather  troubles  about  the  right  of  wa)^,  and  interference 
by  a  county  court ;  the  receiver  appointed  by  the  United 
States  court  in  1893  was  sought  by  the  directors  in  hope 
of  securing  for  the  management  of  the  road  immunity 
from  local  judicial  control.*  The  embarrassment  of  the 
Cincinnati  &  Eastern  Railway,    1879,  was   ascribed   to 

'  From  among  a  large  number  the  following  may  be  mentioned  as 
a  few  illustrations  of  this  class  :  The  St.  Paul  &  Pacific  (St.  Vincent 
extensiori),  1873  ;  the  Plymouth,  Kankakee  &  Pacific  Railroad,  1874; 
the  New  York,  West  Shore  &  Chicago  Railroad,  1875  ;  the  Chicago, 
Clinton  &  Western  Railroad,  1876;  the  Manhattan  &  Northwestern, 
1877;  the  Pennsylvania  Petroleum,  1877;  the  Chicago,  Millington  & 
Western  Railroad,  the  Covington,  Flemingsburg  &  Pound  Gap  Rail- 
road, and  the  Springfield,  Effingham  &  Southeastern,  1878 ;  the  Gal- 
veston, Brazos  &  Colorado  Railroad,  i88o;  the  New  York  &  Atlantic 
Railroad,  1883;  the  Newcastle  &  Northern,  1884;  the  Blue  Springs, 
Orange  City  &  Atlantic  Railroad,  1886  ;  the  Palisades  Railroad,  1894  ; 
the  Atlantic  Short  Line  Railroad,  and  the  Gulf  &  Interstate,  1S95. 

^  16  Railroad  Gazette,  492. 

^  27  Railroad  Gazette,  732. 

*  25  Railroad  Gazette,  630. 
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the  failure  of  the  subscribers  to  pay  up  their  subscrip- 
tions.' A  receiver  was  appointed  in  1885  for  the  Penn- 
sylvania, Slatington  &  New  England  Railroad  by  a 
court  of  chancery  which  had  directed  its  sale  on  the  suit 
of  a  contractor  who  had  obtained  a  judgment  for  ^3,500. 
The  road  had  not  yet  got  into  operation.^ 

As  a  rule  it  has  been  generally  understood  that  the 
appointment  of  a  receiver  was  not  an  independent  mat- 
ter for  the  purpose  of  which  a  direct  suit  in  equity  could 
be  brought,  but  that  a  receiver  could  be  appointed  only 
when  an  actual  suit  was  entered  and  one  of  the  parties 
to  the  suit  could  show  that  it  would  seriously  imperil 
his  interests  to  leave  the  property  in  the  hands  of  the 
possessor  pending  the  litigation.  And  the  injury  must 
be  of  a  sort  that  would  work  injustice.  But  in  1884 
quite  an  extraordinary  decision  was  made  in  the  United 
States  Circuit  Court  for  the  Seventh  Circuit.  After 
executing  three  mortgages,  the  Wabash,  St.  Louis  & 
Pacific  Railway  Company  became  insolvent  and  unable 
to  pay  either  the  interest  on  its  bonds  or  the  ^^rincipal 
of  a  large  floating  debt  which  it  owed.  The  corporation 
itself  asked  for  the  appointment  of  general  receivers 
and  a  sale  of  its  property  for  the  benefit  of  all  concerned, 
alleging  its  insolvency  and  declaring  that  if  the  "  lines 
of  road  were  broken  up  and  the  fragments  thereof 
placed  in  the  hands  of  various  receivers,  and  the  rolling 
stock,  materials  and  supplies  seized  and  scattered  abroad, 
the  result  would   be  irreparable  injury  and  damage  to 

^  1 1  Railroad  Gazette,  64. 

^  10  Railway  Age,  396,  434  ;  17  Railroad  Gazette,  704. 
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all  persons  having  any  interest  in  said  lines  of  road.'" 
On  this  petition  the  receivers  were  appointed.  That  is 
to  say,  it  was  put  into  the  hands  of  receivers  in  order  to 
prevent  the  holders  of  the  separate  mortgages  from 
gaining  the  possession  to  which  they  were  entitled  by 
foreclosure. 

In  the  autumn  of  1885  the  Texas  &  Pacific  Railway 
Company  "  became  satisfied  that  it  could  not  longer  con- 
tinue to  pay  interest  on  its  bonded  debt  without  first  ex- 
pending a  large  sum  of  money  in  renewal  of  tracks, 
raising  roadway,  widening  cuts  and  embankments,  put- 
ting in  new  cross-ties,  purchasing  rolling  stock  and  mo- 
tive power,  and  the  renewal  of  bridges  and  other  like 
improvements.  To  ascertain  what  should  be  done  the 
directors  appointed  a  committee,  who,  with  experts, 
were  directed  to  examine  into  the  condition  of  the  road 
and  report"  ^  what  was  necessary  to  put  the  road  in  good 
condition,  and  the  amount  of  money  required.  "  The 
result  of  that  report  was  the  determination  to  cease  to 
pay  interest,  and  to  place  the  road  in  the  hands  of  a  re- 
ceiver."^ Consequently  the  road  was  operated  for 
nearly  three  years  by  two  receivers,  one  of  whom  was 
the  vice-president  of  the  company,  the  railroad  being 
relieved  for  that  time  from  the  payment  of  its  fixed 
charges. 

The  St.  Louis,  Cape  Girardeau  &  Ft.  Smith  Railway 
Company  in  1893  was  in  debt,  in  embarrassed  circum- 

'  Wabash,   St.   Louis  &  Pacific  Railway  Couipauy  v.  The  Central 
Trust  Company,  23  Federal  Reporter,  272. 

'  Texas  &  Pacific  Railway  Company  v.  Johnson,  76  Texas,  421. 
^  Texas  &  Pacific  Railway  Company  v.  Johnson,  76  Texas,  421. 
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stances,  and  some  of  its  creditors  were  about  to  sue  on  its 
overdue  obligations.  A  State  court  granted  the  petition 
of  the  railroad  company  and  appointed  a  receiver,  March 
4,  1894.  This  plan  was  not  so  successful  as  those 
previously  cited,  however.  In  setting  aside  the  action 
the  Supreme  Court  of  Missouri,  June  4,  1894,  character- 
ized it  as  "  simply  a  petition  by  a  debtor  for  a  receiver 
to  manage  and  carry  on  its  business,  so  that  its  credi- 
tors cannot  enforce  their  legal  rights  in  the  courts  of 
the  country."  ^ 

These  three  instances  will  perhaps  sufficiently  illus- 
trate the  baldest  sort  of  "  friendly  "  receiverships. 

While  the  class  of  causes  already  enumerated  ac- 
counts for  a  very  large  majority  of  the  receiverships, 
there  are  some  instances  where  the  reasons  for  the  appli- 
cation had  no  immediate  connection  with  the  financial 
condition  of  the  road.  Receivers  were  appointed  in 
1893  for  the  Cleveland,  Canton  &  Southern  Railroad  on 
the  application  of  the  company,  which  professed  to  be 
solvent,  but  feared  litigation  and  consequent  dissipation 
of  funds."  In  the  case  of  the  Oilman,  Clinton  &  Spring- 
field Railroad  some  of  the  directors  and  others  organized 
the  Morgan  Improvement  Company  to  build  the  road. 
The  cost  was  $1,500,000.  The  price  paid  was  $2,000,- 
000  in  first  mortgage  bonds,  $1,400,000  in  stock  certifi- 
cates, and  all  of  the  bonds  ($598,000)  subscribed  by 
counties  and  towns  along  the  way.  The  president  and 
two  of  the  directors,  who  owned   three-fourths  of  the 

^The  State  ex  ret.   Merriam,  petitioner  v.  Ross,  Judge,  et  at.,  122 
Missouri  Rep.,  435. 
^25  Railroad  Gazette,  711. 
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stock  of  the  Barclay  Company,  made  a  contract  with 
themselves  by  which  the  railroad  was  bound  to  buy  its 
coal  of  them  at  a  specified  price,  and  to  carry  the  coal  of 
the  company  at  a  specified  rate.  The  Illinois  Circuit 
Court  decided  that  these  transactions  constituted  a 
breach  of  trust,^  and  appointed  a  receiver  in  1873.  The 
Missouri  Circuit  Court  appointed  a  receiver  for  the 
Hannibal  &  St.  Joseph  Railroad  in  1877  on  the  applica- 
tion of  a  stockholder  who  charged  mismanagement  by 
the  company." 

Receivers  have  occasionally  been  appointed  to  man- 
age the  property  of  a  leased  road,  pending  litigation  in 
a  suit  to  set  aside  the  lease.  This  was  true  in  1883  ^^ 
the  Atlantic  &  North  Carolina  Railroad'^  which  had 
been  leased  to  the  Midland,  and  in  1877  of  the  Eastern 
Railroad*  of  New  Hampshire,  leased  to  the  Eastern  of 
Massachusetts.  The  United  States  Circuit  Court 
ordered  the  receiver  of  the  Denver  &  Rio  Grande  Rail- 
way, appointed  by  the  Colorado  Circuit  Court  in  1879, 
to  restore  the  road  to  the  Atchinson,  Topeka  &  Santa 
Fe  company,  as  the  road  was  not  insolvent  and  the  re- 
ceivership was  a  subterfuge  to  keep  the  road  from  the 
lessee.''  The  receivership  of  the  Mammoth  Cave  Rail- 
road in  1895  is  said  to  have  been  part  of  a  plan  of  the 
L/Ouisville  &  Nashville  company  to  secure  a  reduction 

1  I  Railway  Monitor,  388. 

^The  case  was  not  sustained,  however,  and  the  Supreme  Court  re- 
stored the  road  to  the  company.     10  Railroad  Gazette,  73. 
*  15  Railroad  Gazette,  187,  189. 
^()  Railroad  Gazette,  44. 
^11  Railroad  Gazette,  392. 
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of  rates  on  its  leased  line/  A  receiver  was  appointed 
for  the  Indiana,  Bloomington  &  Western  Railway  in 
1886  on  the  application  of  a  judgment  creditor  on  ac- 
count of  a  dispute  as  to  the  terms  of  the  lease  of  the 
Cincinnati,  Sandusky  «&  Cleveland  Railroad.^ 

Internal  dissensions  have  been  numerous  among  the 
owners  of  railroads,  and  have  necessitated,  many  times, 
the  appointment  of  receivers  when  there  was  no  insol- 
vency. Receivers  were  appointed  in  1893  ^^r  the  Al- 
toona,  Clearfield  &  Northern  Railroad,'^  pending  investi- 
gation of  the  claims  of  two  factions  to  control  the  road  ; 
in  1877  for  the  Atlantic  &  North  Carlolina  Railroad* 
pending  a  decision  as  to  the  lawfulness  of  a  new  board 
of  directors ;  for  the  Lafayette,  Muncie  &  Bloomington 
Railroad'  in  1877  in  consequence  of  an  attempt  on  the 
part  of  the  bondholders,  resisted  by  the  company,  to  take 
possession  of  the  western  division ;  for  the  Kansas  & 
Gulf  Short  Line  Railroad*'  in  1885  because  of  a  dispute 
between  the  stockholders  over  alleged  fraudulent  issue  ; 
for  the  Little  Rock  &  Ft.  Smith  Railroad^  in  1873 
pending  a  contest  for  the  possession  of  the  road  between 
different  boards  of  directors ;  for  the  Michigan  Lake 
Shore  Railroad  "^  in  1873  because  of  a  contest  for  control 
between  different  factions  representing  the  interests  re- 

^  27  Railroad  Gazette,  440. 
^  18  Railroad  Gazette,  484. 
*  25  Railroad  Gazette,  S97. 
^'f)  Railroad  Gazette,  \ii. 
^  10  Railroad  Gazette,  73. 
®i7  Railroad  Gazette,  814. 
'  I  Railway  Monitor,  389. 
^  5  Railroad  Gazette,  387. 
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spectively  of  the  Pennsylvania,  the  Grand  Rapids  &  In- 
diana and  the  Lake  Shore  &  Michigan  Southern  ;  for 
the  Sedalia,  Warsaw  &  Southwestern  Railway  '  in  1893 
on  the  application  of  the  minority  stockholders  who 
wished  to  take  the  road  out  of  the  hands  of  the  Missouri 
Pacific,  and  make  it  part  of  a  new  line.  After  taking 
the  Denver  &  Rio  Grande  Railway  from  one  receiver, 
as  noted  above,  the  United  States  Circuit  Court  ap- 
pointed another  receiver"  to  manage  the  road  till  the 
court  decided  who  owned  it.  The  bondholders  of  the 
New  York,  Chicago  &  St,  Louis  Railway  (the  "  Nickel 
Plate,")  averred '^  that  the  receivership  of  1885  ^^^^  ^^' 
cured  to  protect  the  floating  debt  and  keep  the  road 
under  the  control  of  the  Lake  Shore  &  Michigan 
Southern  Railway  ;  a  somewhat  similar  theory  about 
the  Ohio  &  Mississippi  Railroad  has  already  been  noted.^ 

A  few  receiverships  seem  to  have  been  sought  as  a 
means  of  enforcing  a  judicial  penalty  against  a  railroad 
company.  A  receiver  was  appointed  for  the  Jackson- 
ville Southeastern  Railway  in  1889  on  the  ground  that 
the  company  had  refused  to  pay  a  judgment  obtained 
for  injuries ;  ^  for  the  Northeastern  Railroad  of  Georgia 
in  1883  on  a  judgment  for  $7,500,  although  the  company 
was  not  in  default.^ 

In  other  instances  the  object  of  the  receivership  has 
been  to  prevent  the  operation  of  the  road  from  being 

^  25  Railroad  Gazette,  844. 
^11  Railroad  Gazette,  456. 
^17  Railroad  Gazette,  240. 
*Note  I,  page  84. 
*  21  Railroad  Gazette,  437. 
^  15  Railroad  Gazette,  682. 
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interrupted  by  the  judgment  creditors.  In  1885  a  re- 
ceiver was  appointed  for  the  Port  Jervis  &  Monticello 
Railroad  on  the  application  of  the  company,  when  the 
rolling  stock  had  been  seized  to  satisfy  a  judgment  of 
$7,500  for  a  former  employee  for  injuries/ 

In  at  least  one  instance,  that  of  the  Kentucky  Central 
Railway  in  1889,  a  receiver  was  appointed  in  a  suit  of 
the  State  for  taxes.^  For  a  few  weeks  in  1874  the  New 
Jersey  Southern  ^  and  Long  Branch  &  Seashore  ^  Rail- 
roads were  put  into  the  care  of  receivers  in  accordance 
with  a  statute  of  New  Jersey  which  directs  such  action 
to  be  taken  whenever  a  railroad  company  neglects  to 
run  daily  trains  for  ten  successive  days.  In  1892,  with- 
out the  authority  of  any  specific  statute,  an  Indiana 
court  appointed  a  receiver  for  the  Chicago  &  South- 
eastern Railway  on  the  complaint  of  shippers  that  the 
road  was  unable  to  do  business.^  What  promised  to  be 
a  very  interesting  opportunity  for  study  in  a  receiver- 
ship distinctly  undertaken  as  a  matter  of  public  policy, 
was  quickly  cut  short,  however ;  for,  on  the  filing  of  a 
bond  to  satisfy  judgments  and  taxes,  the  road  was  re- 
turned to  the  company  only  eight  days  after  the  receiver 
was  appointed." 

A  futile  attempt,  perhaps  in  the  interest  of  stock- 
jobbing, was  made   in    1896   to  place  the  lines    of  the 

^  10  Railiuay  Age,  10. 

^  21  Railroad  Gazette,  739. 

^  II  C.  E.  Green,  539. 

*9  C.  E.  Green,  39S. 

^  32  Chicago  Railiuay  Revieiv,  479. 

®  32  Chicago  Railway  Review,  493. 
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Atchison,  Topeka  &  Santa  Fe  Railway  in  Kansas  in  a 
receivership  on  the  basis  of  a  State  law  which  declared 
forfeited  to  the  State  all  real  estate  owned  by  corpora- 
tions more  than  twenty  per  cent,  of  whose  stock  was 
owned  by  aliens.  Without  settling  the  disputed  ques- 
tions whether  the  law  was  actually  adopted  by  the  legis- 
lature, or  whether  it  was  constitutional  even  if  adopted, 
it  was  decided  by  the  court  not  to  apply  to  railroad 
companies. 

The  general  theory  of  the  receiver  has  been  that  of 
a  disinterested  party  into  whose  hands  a  property  was 
put  that  he  might  conserve  the  interests  of  all  con- 
cerned. A  man  who  had  not  been  connected  in  any 
official  way  with  the  enterprise,  would  therefore  seem 
to  be  the  only  person  suitable  to  be  appointed  receiver. 
In  the  case  of  railroads,  however,  no  such  rule  has  been 
universally  observed.  Indeed  it  may  be  said  to  be  ex- 
ceedingl}^  common  to  appoint  not  only  men  who  are 
representatives  of  special  interests,  but  the  principal 
officers  of  the  company.  Out  of  150  cases  spread  over 
the  last  thirty  years  and  specially  investigated  with 
reference  to  this  point,  were  eighty  in  which  the  presi- 
dent of  the  road  in  question  was  appointed  receiver ; 
twenty-five  others  were  general  managers,  seventeen 
superintendents,  and  sixteen  vice-presidents.  Other 
officers  represented  were  the  auditor,  the  treasurer,  the 
chief  engineer,  and  individual  directors,  as  well  as 
several  who  combined  other  offices  with  some  of  those 
mentioned  above.     In  a  few  cases  the  mortgage  trustees  ^ 

^  Among  the  more  notable  examples  was  the  Vermont  Central  Rail- 
road, whose  mortgage  trustees  were  receivers  from  1856  to  1873. 
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as  a  body  have  been  constituted  receiver  of  a  railroad.^ 
In  1855  the  Vermont  &  Canada  Railroad  Company  was 
the  receiver  of  the  Vermont  Central  Railroad,  and  from 
1873  to  1884  the  latter  was  operated  by  the  Central 
Vermont  Railroad  Company  as  receiver. 

It  is  a  matter  of  no  great  wonder  that  this  very  com- 
mon practice  of  appointing  as  receiver  a  representative 
of  a  special  interest,  should  lead  to  great  complaints  on 
the  part  of  other  interests,  and  numerous  efforts  to  have 
the  receiver  displaced.  In  fact  the  chief  objections  to 
receiverships  have  usually  been  connected  with  this 
phase  of  the  subject.  The  principal  excuse  for  the 
practice  has  been  the  alleged  difficulty  of  securing  other 
persons  sufficiently  familiar  with  railroad  management 
to  be  competent  to  act  in  such  a  capacity.  And  indeed 
if  the  alternative  must  be  the  treating  of  the  appoint- 
ment as  a  piece  of  patronage  to  be  bestowed  upon  some 
favorite  of  the  court,-  the  appointiirg  of  an  officer  of  the 
road  is  certainly  to  be  preferred,  both  in  the  interest  of 
the  property  concerned   and   for   the   protection  of  the 

^  A  great  number  of  railroads,  on  default  of  the  interest  on  the  mort- 
gage bonds,  have  passed  into  the  possession  of  the  trustees  in  accord- 
ance with  the  terms  of  the  mortgage  ;  many  others  have  been  bid  in 
by  the  trustees  at  the  foreclosure  sale,  and  have  been  operated  for  a 
considerable  time  bv  the  trustees,  pending  reorganization,  wiihont  the 
appointment  of  any  receiver.  These  furnish  interesting  material  for 
a  study  in  railroad  economics,  but  are  obviously  outside  the  scope  of 
the  present  paper. 

2  It  is  hardly  to  be  doubted  that  this  practice  has  been  not  altogether 
infrequent.  But  the  evidence  in  any  specific  case  is  apt  to  be  of  such 
a  character  tliat,  however  strong  the  probability,  a  clear  demonstra- 
tion is  not  always  possible.  Consequently  no  statistical  estimatci 
much  less  any  sweeping  assertion,  is  here  offered. 
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judiciary.  Nor  does  the  plan  of  appointing  officers  of 
other  roads  seem  to  be  much  preferable.  Unless  the 
roads  are  in  the  same  region,  it  is  not  apt  to  be  practic- 
able ;  if  they  are  competitors,  it  is  obviously  undesirable ; 
and  if  the  relation  is  different,  the  tendency  is  natural 
for  the  receiver '  to  make  the  road  tributuary  and  its 
interests  secondary  to  those  of  his  own  road. 

In  commercial  enterprises  generally  a  receivership  is 
instituted  only  for  the  purpose  of  winding  up  the  affairs 
of  the  concern, — disposing  of  the  property,  settling  the 
debts,  and  distributing  the  assets,  if  any  remain,  among 
the  stockholders,  or  for  the  purpose  of  conserving  the 
property  pending  the  settlement  of  a  judicial  controversy. 
In  the  latter  case  the  duration  of  the  receivership  is 
wholly  indefinite, — it  may  be  for  a  few  days  or  for  several 
years.  In  the  former  case,  which,  in  railroad  receiver- 
ships, usually  involves  a  foreclosure  of  mortgage,  certain 
prescribed  legal  forms  are  essential  which  require  several 
months  for  their  performance.  Where  matters  are 
pushed  forward  as  rapidly  as  possible,  however,  it  is 
rarely  necessary  for  the  receivership  to  last  much  more 
than  a  year.  But  since  most  of  the  property  of  a  rail- 
road company  is  of  little  value  to  any  persons  except 
those  who  wish  and  are  able  to  operate  a  railroad  in  pre- 
cisely that  locality,  it  not  infrequently  happens  that, 
when  the  appointed  time  for  the  foreclosure  sale  arrives, 
no  bids  are  received,  and  another  date  must  be  set  for 
the  sale,  preceded  by  a  considerable  period  required  for 

'  For  illustration  see  dissatisfied  stockliolders'  coinplaini  of  the  Ohio 
&  Mississippi  Railroad  receivership  in  1877,  when  it  was  in  the  hands 
of  an  officer  of  the  Baltimore  &  Ohio  Railroad.  14  Chicago  Railway 
Review,  29. 
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the  legal  publication  of  the  notice.  More  frequently  no 
bid  is  received  which  is  up  to  the  minimum  price  fixed 
by  the  court,  and  the  result  is  the  same.  Still  more 
frequently  dissensions  among  the  various  interests  con- 
cerned delay  the  fixing  of  a  date  for  the  sale,  or  a  post- 
ponement is  secured,  sometimes  several  successive  post- 
ponements, on  the  application  of  one  of  the  parties  in- 
volved. 

Even  after  the  sale  has  been  made,  there  are  many 
possible  excuses  for  prolonging  the  receivership.  The 
terms  of  sale  frequently  provide  for  payment  of  the  pur- 
chase price  in  several  installments,  and  the  receiver  is 
likely  to  continue  in  charge  until  the  payments  are  cqm- 
pleted  and  the  sale  confirmed  by  the  court.  It  is  not  al- 
together rare  for  the  purchaser  to  default  ^  on  one  of  the 
later  payments,  and  then  the  whole  process  of  foreclos- 
ure and  sale  must  be  repeated."  Default  has  even  been 
made  on  repeated  sales,  thus  prolonging  the  process 
almost  indefinitely. 

In  no  small  number  of  cases  there  are  several  orders 
of  securities  involved,  each  requiring  a  separate  sale. 
Thus  it  may  be  necessary  to  foreclose  a  second  mortgage 
and  sell  the  property  ;  the  purchasers  have  then,  per- 
haps, to  bid  it  in  again  on  the  foreclosure  of  the  first 
mortgage,  and  even  a  third  time  on  a  sale  to  satisfy  re- 
ceivers' certificates.^     So  many  technicalities  are  deemed 

1  E.g.,  the  Wa-hington  &  Ohio  Rnilroad  in    1882  aud  1883. 

^The  sales  of  the  Texas  Trunk  Railroad  are  almost  innumerable. 

''For  example,  after  having  been  sold  in  1875  on  foreclosure  of  the 
mortgage,  the  Alabama  &  Chattanooga  Railroad  was  sold  in  1876  to 
satisfy  the  receiver's  certificates,  and  again  in  1877,  the  purchaser  in 
1876  having  defaulted.     9  Railroad  Gazette,  54  ;  10  Id,  56. 
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requisite,  that  it  is  often  easy  to  discover  an  irregularity 
that  invalidates  the  sale'  and  necessitates  a  repetition  of 
the  legal  process  and  a  great  extension  of  the  period  of 
the  receivership.  Where  the  receivership  has  been 
established  for  the  purpose  of  conserving  the  property 
during  litigation,  all  the  delays  incident  to  litigation 
have,  of  course,  likewise  protracted  the  receivership. 
From  these  and  other  causes  receiverships  in  very  large 
numbers  have  extended  over  periods  of  from  five  to  ten 
years.  Some  have  gone  far  beyond  even  this  limit. 
The  most  extreme  case  on  record  in  this  country  is  that 
of  the  Vermont  Central  Railroad  which  was  held  by  re- 
ceivers for  twenty-nine  years.^  Of  railroads  now  in  the 
hands  of  receivers  one  has  been  in  that  condition  for 
nearly  eighteen  years,  and  another  for  more  than  twelve 
years.  These  roads  are  petty  affairs,  however,  (four 
miles  and  eight  miles,  respectively,)  and  neither  is 
operated  by  the  receiver,  one  being  leased  to  the 
Danville  &  Western  Railway,   and  the  other,  through 

'Among  mail}-  illustrations,  one  of  the  most  striking  is  that  of  the 
Cleveland,  Mount  Vernon  &  Delaware  Railroad  which,  about  three 
months  after  the  foreclosure  sale,  was  delivered  by  the  receiver  to  the 
purchasers,  who  had  organized  as  the  Cleveland,  Akron  &  Columbus 
Railroad  Company,  and  who  operated  the  road  from  December  i, 
1881,  to  April  23,  1882,  when  the  sale  was  annulled  by  the  court  and 
the  road  returned  to  the  receiver,  who  retained  possession  nearly  four 
years  longer.  1883  Poor,  567  ;  \^  Railroad  Gazette,  31.  The  Lebanon 
Springs  Railroad,  after  being  in  a  receiver's  hands  more  than  five 
years,  was  turned  over  to  the  New  York,  Rutland  &  Montreal  Rail- 
road Compan}'  in  1886,  but  in  1888  relapsed  into  a  receivership,  where 
it  still  remains. 

^  From  1855  to  1884.  After  being  out  of  the  courts  for  twelve  years, 
this  road,  now  the  Central  Vermont  Railroad,  entered  upon  another 
period  of  receivership  in  March  1896.     21  Railway  Age,  174. 
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a  special  agreement  with  the  receiver,  is  operated  by  the 
New  York  &  Greenwood  Lake  Railway,  a  part  of  the 
Erie  system,  which  owns  its  stocks  and  bonds.'  A  ma- 
jority of  the  railroads  now  in  receiverships,  however, 
have  been  placed  there  dnring  the  last  three  years.^ 

The  table  on  the  following  page  shows  the  approxi- 
mate duration  of  receiverships  established  dnring  the  last 
twenty-eight  years.  It  will  be  noticed  that,  excepting 
those  established  in  1872, 1873,  ^^75)  ^"^  1891,  the  major- 
ity lasted  less  than  three  years,  in  many  cases  less  than 
two  years,  and  all  created  in  1881  less  than  one  year.  It  is 
a  sufficiently  accurate  approximation  to  say  that  the  aver- 
age duration  ^  has  been  between  two  and  three  years. 

Certain  judges  have  shown  a  decided  disposition  to 
bring  receivership  proceedings  to  a  close  as  rapidly  as 
possible.  The  table  does  not,  however,  disclose  any 
marked  growth  of  such  a  tendency. 

While  receiverships  are  sometimes  unduly  prolonged 
for  various  reasons,  it  is  the  usual  expectation  that  a  re- 
ceivership will  end  as  soon  as  the  specific  purpose  for 
which  it  was  established  has  been  accomplished.  As 
the  great  majority  of  railroad  receiverships  are  formed 
as  preliminary  to  the  foreclosure  of  a  mortgage,  the 
usual  course  of  procedure  is  very  similar   in   most    in- 

'  Interstate  Commerce  Commission,  Eighth  Annual  Report  on  Sta- 
tistics of  Railways,  pages  177,  211. 

^This  is  true  of  all  whose  mileage  exceeds  400  miles,  except  the 
Union  Pacific  and  Wisconsin  Central  systems,  and  the  Toledo,  vSt. 
Louis  &  Kansas  City  Railroad,  whose  receiverships  began  in  1893. 

^  The  most  recent  years  have,  of  course,  to  be  excluded  from  the 
calculation  since  so  many  of  the  receiverships  begun  in  these  years 
have  not  yet  been  closed. 
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stances.  When  the  foreclosure  sale  takes  place,  the 
property  is  sometimes  purchased  by  another  company. 
But  more  commonly  it  is  bid  in  by  an  organization 
formed  especially  for  the  purpose  of  acquiring  the 
property.^     This  company  is  usually  formed   chiefly  if 

^  This  is  often  done  even  when  the  purchase  is  made  in  behalf  of 
another  company. 
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not  wholly,  by  the  bondholders  themselves/  When  the 
conditions  of  the  sale  have  been  met  and  the  property 
passed  over  by  the  receiver,  the  new  ^  company  carries  on 
the  business  simply  under  a  different  name.  Sometimes 
this  name  is  wholly  unlike  the  old  one,  but  more  often 
the  change  is  so  slight  as  not  to  attract  public  attention  '^ 
or  necessitate  the  expanse  of  repainting  all  the  rolling 
stock  with  new  initials."*  Practically  the  receivership 
may  be  said  to  end  when  the  receiver  delivers  the 
property  to  the  purchasers,''  but  the  legal  discharge  of 
the  receiver  is  often  deferred  for  months  until  the  court 
has  approved  all  his  reports  and  accounts. 

In  some  cases,  however,  the  purpose  of  the  receiver- 
ship is  accomplished  without  the  necessity  of  a  foreclo- 
sure sale.      When   this  happens,   the  receivership  ends 

^Sometimes,  however,  railroads  are  acquired  in  this  way  by  wholly 
different  interests. 

^  Sometimes  the  reorganization  is  completed  before  the  foreclosure 
sale,  and  the  new  company  takes  the  property  directly  from  the  re- 
ceiver ;  sometimes  the  receiver  retains  control  after  the  sale  until  the 
reorganization  is  perfected,  which  may  be  some  months,  or  even 
years  ;  sometimes  the  receiver  delivers  the  property  to  trustees  for  the 
purchasers,  who  hold  it  pending  the  completion  of  the  reorganization. 

^The  favorite  device  is  merely  to  substitute  "railway"  for  "rail- 
road" (or  vice  versa),  in  the  official  title  of  the  company  :  as  the 
Philadelphia  &  Reading  Railroad,  reorganized  in  1896  as  the  Phila- 
delphia &  Reading  Railway  ;  the  St.  L,ouis  &  San  Francisco  Railway, 
reorganized  in  1896  as  the  St.  Louis  &  San  Francisco  Railroad. 

■*  For  example,  the  Indianapolis,  Bloomington  &  Western  Railway 
was  reorganized  in  1879  ^s  the  Indiana,  Bloomington  &  Western  Rail- 
wa}^ ;  the  Battle  Creek  &  Bay  City  Railway  was  reorganized  in  1889  as 
the   Bay  City  &  Battle  Creek  Railway. 

^  Throughout  this  paper,  a  receivership  is  considered  as  ending  when 
the  receiver  surrenders  possession  of  the  property,  or  definitely  and. 
finally  abandons  its  operation. 
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simply  by  the  receiver,  on  the  order  of  the  court,  restor- 
ing the  property  to  the  company.  In  a  few  cases  it  is 
impossible  to  find  a  purchaser,  and  the  road  is  aban- 
doned. In  the  case  of  receiverships  terminated  during 
the  last  twenty-five  years,  more  than  87  per  cent,  of  the 
railroads  involved  were  sold  under  foreclosure  and  re- 
organized, nearly  eleven  per  cent,  were  restored  to  the 
old  companies  without  foreclosure,  and  less  than  two 
per  cent,  were  abandoned.' 

The  termination  of  the  receivership  has  not  always 
proved  final,  however.  It  is  a  noticeable  fact,  though 
perhaps  not  strange,  that  many  railroads  which  have 
gone  into  receiverships  in  recent  years  have  previously 
passed  through  receiverships. 

During  the  past  twenty-five  years  no  less  than  ninety- 
seven  railroads  have  gone  into  a  receivership  for  the 
second  time.^  Nor  are  these  all  roads  of  little  conse- 
quence, but  include  such  important  systems  as  the  St, 
Louis  &  San  Francisco  Railway,  1875-6^  and  1893-6, 
the  Western  New  York  &  Pennsylvania  Railroad, 
1885-7  ^  ^"^  iS93~5)  the  Chesapeake  &  Ohio,  1875-8 
and  1887-8,  the  East  Tennessee,  Virginia  &  Georgia, 
1885-6  and  1892-4,  the  International  &  Great  Northern, 
1878-9    and   1889-92,    the    Missouri,    Kansas  &  Texas 

^  The  percentage  of  mileage  abaudoned  is  less  than  one-seveuth  of 
one  per  cent,  of  the  total  mileage  put  into  receiverships. 

^ There  have  besides  been  great  numbers  of  roads  which,  after 
having  been  in  receiverships,  were  consolidated  with  other  roads, 
which  later  went  into  receiverships.  But  the  figures  given  above  in- 
clude only  cases  in  which  the  identity  of  the  railroad  has  been  pre- 
served during  the  period  intervening  between  the  two  receiverships. 

^  Then  known  as  the  Atlantic  &  Pacific  Railroad. 

*Then  called  the  BuflFalo,  New  York  &  Philadelphia  Railroad. 
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Railway,  1874-6  and  1888-91,  the  Toledo,  St.  Louis  & 
Kansas  City  Railroad,  1883-6^  and  1893-,  and  the  Cen- 
tral Vermont  Railroad,  1855-84^' and  1896-.  Twenty- 
six  roads  have  been  three  times  in  the  hands  of  receivers, 
and  a  remarkable  proportion  of  these  are  great  systems 
like  the  Philadelphia  &  Reading,  which  passed  throngh 
receiverships  1880-3,  1884-8  and  1893-6,  the  Erie 
Railway,  1859-61,'*  1875-8  and  1893-5,*  ^^^^  New 
York  &  New  England  Railroad,  1 870-1,'^  1884-5  ^'^^^ 
1893-5,  and  the  Louisville,  New  Albany  &  Chicago, 
1857-9,''  1 87 1-3  and  1896-7.  The  railroad  which  now 
passes  under  the  unique  designation  of  the  "  Nypano," 
with  a  mileage  exceeding  four  hundred  miles,  has  enjoyed 
four  receiverships,"  in  1867-8,^  1869-71'-  1874-80''  and 
1895-6  f  to  say  nothing  of  a  receiver  who  was  appointed 
in  1885,  but  never  succeeded  in  getting  possession  of 
the  railroad.  One  unfortunate  railroad^"  a  hundred 
miles  long,  in  Indiana,  has  on  six  occasions  been  under 
receivers  for  brief  periods." 

1  Under  the  title  of  the  Toledo,  Cincinnati  &  St.  Ivouis  Railroad. 

^Then  known  as  the  Vermont  Central  Railroad. 

^  Under  the  title  of  the  New  York  &  Erie  Railroad. 

*Then  the  New  York,  Lake  Erie  &  Western  Railway. 

^Then  called  the  Boston,  Hartford  &  Erie  Railroad. 

^Then  known  as  the  New  Albany  &  Salem  Railroad. 

'So  also  have  the  Texas  Western  Narrow  Gauge  Railroad,  in  1878- 
81,  1884-5,  1886-90  and  1891-5,  and  the  Columbus,  Sanduskj^  &  Hock- 
ing Railway  in  1885-9  (^^  the  Columbus  &  Eastern  Railroad),  in  1895, 
and  twice  in  1897. 

■^  At  these  times  its  name  was  the  Atlantic  &  Great  Western. 

'Then  known  as  the  New  York,  Pennsylvania  &  Ohio  Railroad. 

^"  Known  at  various  epochs  of  its  career  as  the  Anderson,  Lebanon  & 
St.  Louis  Railroad,  the  Midland  Railway,  and  the  Chicago  &  South- 
eastern Railway. 

"  In  1877-85,  1887,  twice  in  1892,   1S93  and  1896-7. 


CHAPTER  III. 

EFFECTS  OF  RAILROAD  RECEIVERSHIPS. 

As  already  stated,  the  purpose  of  the  receivership  is 
to  conserve  the  property  pending  the  dissolution  of  the 
corporation  or  the  settlement  of  litigation.  In  ordinary 
cases  the  power  of  the  receiver  is  very  limited.  To  con- 
serve the  property  has  commonly  been  held  to  mean 
onlv  to  guard  it  from  seizure  and  from  such  direct 
physical  injury  as  would  immediately  destroy  its  value. 
But  railroad  property  is  of  such  a  character  that  the 
courts  have  found  it  impossible  to  give  a  strict  construc- 
tion to  the  term  "  conserve,  "  or  to  limit  the  powers  of 
the  receiver.  The  larger  part  of  the  physical  property 
of  a  railroad  consists  of  its  right  of  way,  road-bed, 
bridges,  yards,  station-houses,  depots,  elevators,  stock- 
yards, round-houses,  repair  shops,  tanks,  coal-sheds, 
fences,  gates,  etc.,  pretty  much  all  of.  which  is  practically 
worthless  apart  from  the  system.  It  is  essential,  there- 
fore, in  order  to  preserve  any  assets  at  all,  to  keep  intact 
such  property  as  cannot  be  advantageously  detached 
from  the  rest  and  sold  separately.  That  is  to  say,  the 
integrity  of  the  system  as  a  railroad  must  be  preserved. 

The  ravages  of  the  elements  cause  deterioration  as 
much  as  mere  use  of  railroad  property.  A  railroad  that 
should  be  simply  abandoned  for  a  number  of  months 
would  require  an  enormous  expense  to  prepare  it  for  opera- 
tion again.     It  seems  therefore  to  involve  a  needless  hard- 
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ship  to  the  owners  of  the  property  to  require  that  it  lie 
idle,  when  a  steady  revenue  could  be  gained  from  its 
operation  without  very  greatly  increasing  the  expense 
that  w^ould  be  necessary  merely  to  preserve  the  property 
from  destruction.  But  even  more  than  this,  a  large  element 
in  the  value  of  a  railroad  consists  of  the  patronage  it  has 
secured  both  in  the  way  of  miscellaneous  traffic  and  of 
definite  contracts  with  private  shippers  and  with  the 
post-office  department  and  express  companies.  All  this 
is  likely  to  be  forfeited  and  the  value  of  the  property  de- 
preciated if  operations  are  suspended.  In  many  in- 
stances, also,  the  retention  of  the  franchise  depends  on 
the  continuous  operation  of  the  road. 

For  these  and  perhaps  other  reasons  the  courts  have 
commonly  authorized  receivers  of  railroads  either  to 
operate  the  roads  themselves  or,  less  frequently,  to  pro- 
vide for  their  operation  by  leasing  them  to  an  operating 
company.^  If  the  railroad  has  been  an  independent  one, 
the  receiver  is  commonly  authorized  to  operate  it ;  if  it 
has  been  previously  leased  by  another  company,  the  re- 
ceiver is  likely  to  be  authorized   to  arrange  with    the 

^  For  instance,  of  192  roads  in  the  hands  of  receivers,  June  30,  1894, 
137  were  operated  independently  by  the  receivers,  five  were  leased  by 
the  receivers  to  operating  companies,  five  were  not  in  operation  at 
all,  and  the  remainder  were  operated  by  the  receivers  of  systems  of 
which  they  formed  a  part.  Of  169  roads  in  the  hands  of  receivers, 
June  30,  1895,  136  were  operated  by  independent  receivers,  eight  were 
leased  by  the  receivers  to  operating  companies,  four  were  not  in  oper- 
ation, and  twenty-one  were  parts  of  systems  in  receiverships.  Of  151 
roads  in  the  hands  of  receivers,  June  30,  1896,  128  were  operated  by 
their  receivers,  three  were  leased  to  operating  companies,  fourteen 
■were  operated  by  the  receivers  of  the  systems  to  which  they  belonged, 
and  six  were  not  in  operation. 
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lessees  for  its  continuous  operation.  The  rule  is  not  in- 
flexible, however,  sometimes  an  independent  road  is 
leased  by  the  receiver  to  another  company,  and  some- 
times a  leased  road  is  taken  away  from  the  lessee  by  the 
receiver  and  operated  independently/  So  while  in  gen- 
eral a  receiver  can  do  with  property  only  what  is  neces- 
sary to  protect  it  from  actual  destruction,  a  railroad  re- 
ceiver can  do  whatever  may  be  made  to  appear  to  the 
court  essential  to  the  safe  and  continuous  operation  of 
the  railroad.  Thus  when  a  receiver  is  appointed  for  a 
railroad,  one  of  the  first  things  he  is  usually  authorized 
to  do  is  to  institute  necessary  repairs.  Bridges  are  re- 
built,' rotten  ties^  are  replaced,  flood  damages  are  re- 
repaired,''  above  all,  new  rails  are  substituted  for  those 
which  are  v/orn  out.  In  the  days  when  iron  rails  were 
still  generally  used,  the  new  rails  were  often  of  iron, 
perhaps  even  more  often  the  old  iron  rails  were  replaced 

*  For  example,  the  Wisconsin  Central  Railroad,  leased  April  i,  1S90, 
to  the  Northern  Pacific  Railroad  for  99  years,  was  taken  from  the 
lessees  by  the  receiver,  September  26,  1893,  and  with  its  subsidiary 
lines,  has  since  been  operated  as  an  independent  system. 

*  The  receiver  of  the  Chicago  &  Atlantic  Railway,  in  the  year  1889- 
90,  took  out  III  condemned  bridges,  22  Railroad  Gazette,  55°  ;  the 
receiver  of  the  Cincinnati  &  Eastern  Railway,  in  1885-6,  renewed  or 
repaired  everj'  bridge  on  the  road,  18  Railroad  Gazette,  322  ;  etc.,  etc. 

'  The  receiver  of  the  Indianapolis.  Blooniington  &  Western  Railway 
from  1874  to  1878  replaced  nearly  half  a  million  ties,  11  Railroad 
Gazette,  206 ;  the  receiver  of  the  Houston  &  Texas  Central  Railway 
laid  more  than  300,000  ties  in  1885,  19  Railroad  Gazette,  272. 

*  This  extended  even  to  the  building  of  miles  of  new  line, as  in  the  case 
of  the  Cairo  &  St.  Louis  Railroad  in  1878,  to  replace  roadbed  washed 
away  by  the  Mississippi  river,  10  Railroad  Gazette,  87.  The  receivers 
of  the  Savannah  &  Atlantic  Railroad  (tS  miles)  in  1S94  rebuilt  the 
whole  road,  most  of  which  was  washed  away  in  1893,  26  Railroad 
Gazette,  131,  396,  766. 
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with    more  serviceable  steel.'     Now  old  steel  rails  are 
often  replaced  with  new  ones  of  heavier  make. 

The  replacing  of  rails  is  not  confined  to  those  actually 
worn  out,  but  the  receiver  often  relays  whole  sections, 
sometimes  the  entire  road  with  new  steel.'  Often  the 
repairs  must  involve  great  expense,  for  when  a  receiver- 
ship has  not  come  on  quite  suddenly,  the  continued 
financial  stringency  has  very  likely  prevented  repairs 
being  made  for  a  long  time,  and  it  is  not  uncommon  for 
a  receiver,  on  taking  possession  of  a  railroad,  to  find  it 
in  such  a  dilapidated  condition  that  its  operation  is  ex- 
tremely perilous,^  and  he  must  not  only  keep  up  current 
repairs,  but  institute  repairs  which  ought  to  have  been 
made  months  before, — indeed  many  elements  of  the 
property  which  might  earlier  have  been  repaired 
economically,  are  altogether  beyond  repair,  and  must  be 
entirely  rebuilt.* 

^  The  Houston  &  Texas  Central  receiver  laid  135  miles  of  steel  rails 
in  1885  ;  the  receiver  of  the  Mobile  &  Ohio  Railroad  relaid  three-fifths 
of  the  527  miles  with  steel,  1875-83,  8  Railway  Age,  80  ;  the  receiver 
of  the  Texas  &  Pacific  Railway  laid  over  500  miles  of  steel  in  1887,  19 
Railroad  Gazette,  138,  659  ;  etc.,  etc. 

5  E.g.,  the  whole  of  the  Portland  &  Ogderisburg  Railrcad  was  re 
laid  with  steel  b}'  the  receiver  in  1884,  16  Railroad  Gazette,  744  ;  the 
whole  of  the  Chicago  &  Iowa  Railroad  iu  1879,  11  Railroad  Gazette, 
408  ;  etc.,  etc. 

^  For  instance,  business  had  been  almost  entirely  suspended  on  the 
I^afayette,  Muncie  &  Bloom 'uigton  Railroad  when  the  receiver  took 
possession  in  1877  ;  the  eastern  division  was  unfinished,  the  western 
division  so  depreciated  as  to  be  hardly  safe  to  run  trains,  10  Railroad 
Gazette,  398.  See  10  Railroad  Gazette,  417,  for  an  amusing  account 
of  the  condition  of  the  Philadelphia  &  Atlantic  Railway  when  the  re- 
ceiver took  charge,  quoted  from  the  Philadelphia  Times. 

*The  Marietta  &  Cincinnati  Railroad,  for  example,  was  rebuilt  from 
one  end  to  the  other  (276  miles)  by  the  receiver,  1878-80,  20  Chicago 
Railway  Review,  610. 
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But  in  almost  innumerable  instances  the  work  has 
not  stopped  with  keeping  up  the  property  to  the  previous 
standard,  but  thousands  and  even  millions '  of  dollars 
have  been  expended  by  the  receivers  in  extensive  im- 
provements. Not  only  have  iron  rails  been  replaced 
with  steel,  as  already  noted,  wooden  bridges  supplanted 
with  iron,  and  miles  of  track  ballasted,  but  great  quan- 
tities of  rolling  stock  ^  have  been  added  to  the  equip- 
ment, and  entirely  new  improvements  have  been  intro- 
duced at  considerable  expense.  Roadbeds  have  been 
raised  and  levelled,^  ^  curves  straightened,^  stone  enbank- 
ments  built  to  protect  the  track.''  Differences  of  gauge 
have  hampered  the  interchange  of  traffic  with  connecting 
lines  ;  the  receiver  of  the  broad  gauge  Atlantic  &  Great 
Western  Railroad,  1877,  constructed  steam  hoists''  to 
facilitate  the  exchange  of  broad  and  standard  trucks  on 
cars  as  they  came  and  went  over  other  roads ;  the  re- 
ceiver of  the  Erie  Railway  (5  ft.   gauge)  laid  a  third 

^^1,300,000  was  thus  expended  by  the  Cairo,  Vincennes  &  Chicago 
Line  (266  miles)  in  1885,  10  Railway  Age,  540  ;  |r, 500,000  in  the  case  of 
the  Florida  Railway  &  Navigation  Co.,  1885-9,  21  Railroad  Gazette, 
135  ;  $4,500,000  for  betterment  and  new  equipment  by  the  receiver  of 
the  Missouri,  Kansas  &  Texas  Railway,  1888-91,  31  Railway  Review, 
375  ;  13,400,000  in  the  case  of  the  Baltimore  &  Ohio  Railroad  in  1896, 
to  buy  rolling  stock,  besides  $5, 000,000  to  pay  preferred  claims  aud 
to  improve  the  roadbed,  21  Railway  Age,  290. 

^The  receivers  of  the  Baltimore  &  Ohio  Railroad,  for  example, 
were  authorized  to  buy  at  one  time  5,000  fre  ght  cars  and  75  locomo- 
tives, in  1896,  21  Railway  Age,  290. 

'E.g.,  the  Texas  &  Pacific  Railway,  300  miles  in  1SS7,  19  Railroad 
Gazette,  138. 

*E.g. ,  the  Baltimore  &  Ohio  Railroad  in  1896,  21  Railway  Age,  290. 

^E.g.,  the  Denver  &  Rio  Grande  Western  Railway  in  1885,  10  Rail- 
way Age,  250. 

®  10  Railroad  Gazette,  118. 
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rail  over  a  considerable  portion  of  the  road  in  1876-7  to 
enable  standard  cars  of  other  lines  to  pass  over  his 
tracks.^  Others  have  not  iDeen  content  with  these  de- 
vices, bnt  have  reduced "  broad  gauge  or  widened  '^  nar- 
row gauge  tracks  to  standard,  changes  which  have 
necessitated  also  the  providing  of  new  trucks  *  for  all 
the  rolling  stock  and  the  rebuilding  of  all  the  locomo- 
tives. 

Receivers  have,  further,  purchased  terminal  facilities  f 
they  have  completed  branch  lines  *''  and  extensions "  pre- 
viously begun,  and  have  even  bought  subsidiary  roads.^ 

^  S  Railroad  Gazette,  234  \  <)  Id  ,  502. 

*  E.g. ,  the  East  Tennessee,  Virginia  &  Georgia  Railroad  changed 
from  five  foot  to  standard,  113  miles,  Selma  to  Meridian,  by  the  re- 
ceiver in  18S6,  ]8  Railroad  Gazette,  305. 

^E.g  ,  the  Galveston,  Sabine  &  St.  Louis  Railway  (38  miles)  in 
1886,  Poor's  Manual  for  18S7,  p.  741  ;  30  miles  of  the  Ohio  &  North- 
western Railroad  m  1888,  13  Raihvay  Age,  838;  the  East  &  West 
Railroad  of  Alaliama  ( 1 17  miles)  in  1889,  21  Railroad  Gazette,  349; 
the  East  Line  &  Red  River  Railroad  (124  miles)  in  1892,  32  Rail- 
way Review,  187,  changed  from  three  feet  to  standard  gauge  by  their 
respective  receivers. 

*  Indeed,  the  change  from  tliree  feet  to  st  mdard  gauge  usually  re- 
quires the  substitution  of  new  rolling  stock  throughout ;  generally  the 
taking  up  of  both  rails  and  replacing  them  with  heavier  steel,  some- 
times discarding  all  the  ties  for  longer  ones,  and  even  rebuilding  the 
bridges  and  widening  the  roadbed. 

^The  Cairo  &  St.  Louis  Railroad  at  East  vSt.  Louis  in  1879,  11  Rail- 
road Gazette,  432  ;  the  Chicago,  Peoria  &  St.  Louis  Railway  at 
Springfield,  111.,  in  1895,  27  Railroad  Gazette,  418  ;  etc.,  etc. 

^E.g.,  the  Harrison  branch  of  the  Flint  &  Pere  Marquette  Railway 
in  1879    II  Railroad  Gazette,  530;  etc. 

'As  the  Ohio  &  Northwestern  Railroad  in  1888,  13  Raihuay  Age, 
662  ;  the  Florida  Railway  &  Navigation  Company  in  18S6,  18  Rail- 
road Gazette,   118;  etc. 

^  As  the  Kansas  City  and  Pacific  Railway  (130  miles)  bought  by  the 
Missouri,  Kansas  &  Texas  receiver  in  1889,  21  Railroad  Gazette,  469. 
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Receivers  have  met  the  expense  of  these  repairs  and 
improvements,  ist,  by  devoting  to  such  purposes  net 
earnings '  which,  but  for  the  receivership,  would  have 
gone  to  pay  fixed  charges  ;  2nd,  by  curtailing  the  ex- 
penses and  thus  increasing  the  amount  of  net  earnings 
available  ; '  3rd,  by  far  the  commonest  method,  by  in- 
curring indebtedness,  usually  in  the  form  of  receivers' 
certificates.  Leases  of  other  railroad  properties  have 
sometimes  formed  part  of  the  assets  of  defaulting  com- 
panies. These  leases  the  receiver  is  instructed  in  many 
cases  to  surrender  ;  but  not  always.  If  a  lease  is  profit- 
able the  receiver  is  often  empowered  to  continue  the 
operation  of  the  leased  line.  But  a  few  receivers  have 
leased  and  operated  lines  not  previously  connected  with 
the  system. 

The  receivership,   when  wisely  managed,^   has    thus 

In  1897  a  federal  court  authorized  the  receiver  of  the  Louisville, 
Evansville  &  St.  Louis  Consolidated  Railroad  to  acquire  the  New 
Albany  Belt  &  Terminal  Railroad,  37  Raihvay  Reviezu,  142. 

^  The  extraordinary  expenditures  mentioned  in  connection  with  the 
Marietta  &  Cincinnati  Railroad  (note  4,  page  1 11),  were  made  out  of  the 
net  earnings  of  the  road,  20  Railway  Review,  610;  the  receiver  of  the 
Chicago  &  Atlantic  Railway,  in  the  year  1889-90,  paid  |6 1,5, 000  of 
ante-receivership  indebtedness,  $222,658  interest  in  the  Chicago  & 
We-jtern  Indiana  Railroad,  ballasted  seventj'-six  miles  of  track  and 
made  the  other  improvements  noted  (note  2,  page  no,)  out.  of  the 
earnings  of  the  road,  22  Railroad  Gazette,  550. 

^  Thus  in  1873-4  the  receiver  of  the  Oilman,  Clinton  &  Springfield 
Railroad,  afcer  three  uionthi'  p jssession,  cut  running  expenses  down 
about  forty  per  cent.,  and  was  thus  able,  after  paying  back  wages  and 
taxes,  to  make  improvements  out  of  tiie  net  earning';,  6  Railroad 
Gazette,  1 1 6. 

^During  two  vears  (1871-3)  of  Mr.  Ingalls's  rec:eivers!iip  of  the  In- 
dianapolis, Cincinnati  &  Lafayette  Railroad,  the  whole  floating  debt 
(|2,ooo,roo)    was   paid,    current   expenses    met,    and    improvements 
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proved  the  salvation  of  many  pieces  of  railroad  property/ 
The  public  has  been  benefited  by  the  substitution  of 
well  equipped  and  administered  traffic  lines  for  inferior 
ones,  and  while  the  stockholders  and  creditors  have  had 
nominally  to  relinquish  some  of  their  claims,  the  actual 
value  of  their  holdings  has  not  in  all  cases  necessarily 
relatively  diminished.  On  the  other  hand,  no  doubt 
money  has  been  unwisely  expended,  as  it  has  in  all  sorts 
of  enterprises,  so  that  the  value  of  some  railroads  is  less 
than  the  cost  of  their  improvements.  This  condition  of 
things,  however,  is  peculiar  neither  to  railroads  in  dis- 
tinction from  other  property,  nor  to  railroads  managed 
by  receivers  as  distinguished  from  other  railroads.  The 
reasonable  ground  of  complaint  here  is  that  so  often 
these  improvements  are  made  virtually  at  the  expense 
of  those  who  have  no  voice  in  the  matter.- 

It  would  at  first  seem  to  be  quite  a  remarkable  method 
of  conserving  the  property  to  order  part  of  it  to  be 
destroyed.  Yet  this  has  sometimes  been  done.  Besides 
cases  already  noticed  ^  where  the  railroad  was  abandoned 
altogether,  there  have  been  numerous  instances  in  which 
receivers  have  been  ordered  to  destroy  portions   of  the 

made  ;  forty  per  cent,  more  cars  and  tliirty  per  cent,  more  engines 
were  in  good  running  order,  I  Railway  Monitor^  56.  The  debt  of  the 
Rio  Grande  Railroad  was  entirely  cleared  off  in  the  nine  years  of  the 
receivership,  1875-84,  16  Railroad  Gazette,  38. 

^  See  an  interesting  article  in  21  Railway  Age,  99,  on  "  The  Evo- 
lution of  a  Bankrupt  Road." 

''Where  receivers' certificates,  made  a  first  lien  on  propert}-,  are 
issued  to  an  amount  in  excess  of  the  increase  in  the  value  of  the  prop- 
erty which  the  proceeds  of  the  certificates  occasion,  the  value  of  the 
other  securities  is,  of  course,  correspondingly  decreased. 

'  Pages  89,  106. 
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line  while  continuing  to  operate  others.^  Few  acts  of 
receivers  are  less  open  to  criticism  than  these,  however, 
as  such  acts  seem  to  have  been  confined  to  pieces  of 
property  for  which,  obviously,  there  was  no  public 
necessity,  and  which  could  never  be  operated  except  at 
a  heavy  loss. 

Perhaps  the  farthest  departure  from  the  earlier  idea 
of  the  receivership  is  seen  in  the  building  of  new  rail- 
roads by  receivers.  Although  no  very  great  portion  of 
the  railroad  mileage  of  the  country  has  been  built  by 
receivers,  ^  the  practice  is  not  uncommon.  Even  as 
early  as  1858-9  the  receivers  of  the  Columbus,  Piqua  & 
Indiana  Railroad  built  thirty  miles  or  more  of  railroad.^ 
Recently  for  a  long  time  not  a  year  has  passed  without 
the  building  of  some  few  miles  of  railroad  by  receivers, 
though  in  no  year  has  such  construction  reached  three 
per  cent,  of  the  total  construction  for  the  year,  and   has 

^  The  receiver  of  the  New  Orleans  &  Southern  Railroad,  for  example, 
was  ordered  in  1896  to  tear  up  the  20  miles  of  track  from  Belaire  to 
Bohemia,  L,a.,  although  the  remainder  (45  miles)  was  still  to  be  kept 
intact,  23  Railway  Age,  19.  The  receiver  of  tlie  Wichita  &  Western 
Railway,  on  his  own  petition,  was  authorized  in  1896  to  take  up  the 
rails  for  40  miles  from  Pratt  to  MuUinville,  Kansas,  and  to  improve  the 
other  80  miles  from  Wichita  to  Pratt.  The  abandoned  portion  was 
parallel  to  another  railroad,  and  had  not  been  operated  for  a  year, 
while  the  last  ten  years  of  its  operation  involved  the  loss  of  over  a 
million  dollars,  22  Railway  Age,  214,  500. 

^  The  receiver  of  the  St.  Paul  &  Pacific  Railroad,  St.  Vincent  Exten- 
sion, constructed  104  miles  in  1873-4,  6  Railroad  Gazette,  100 ;  the 
receiver  of  the  Mi.'^souri,  Kansas  &  Texas  Railway  built  73  miles, 
1888-91,  31  Railiuay  Review,  375  ;  but  very  few  receivers  who  have 
done  any  railroad  building  at  all  have  constructed  more  than  ten  or 
fifteen  miles. 

'  16  American  Railroad  Journal,  555. 
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usually  been  much  less  than  one  per  cent.  Some  com- 
paratively unimportant  roads  have  been  almost  wholly 
built  by  the  receivers/  and  as  noted  above,^  it  has  come 
to  be  a  recognized  expedient  for  a  company  having 
difficulty  in  providing  for  the  building  of  a  road  to  se- 
cure the  appointment  of  a  receiver  for  the  purpose  of 
facilitating  the  construction.'^  And  nearly  all  railroads 
which  have  been  built,  either  in  whole  or  in  part,  by  re- 
ceivers are  roads  which  were  in  process  of  construction 
at  the  time  of  the  receiver's  appointment.* 

The  tendency  to  railroad  consolidation  in  recent  years 
has  attacted  much  attention.  The  foreclosures  which  so 
frequently  accompany  a  receivership  of  course  offer  many 
opportunities  for  great  systems  to  acquire  feeders  or  com- 
peting lines.  Some  systems  have  been  quite  largely 
built  up  in  this  way,  and  very  many  more  have  added 
something  to  their  mileage  as  the  result  of  receiverships. 
On  the  whole,  however,  receiverships  have  resulted  in 
the  road  being  absorbed  in  a  great  system  in  much  fewer 
instances  than  might  be  supposed.'     Doubtless  in  many 

^  The  Blue  Springs,  Orange  City  &  Allantic  Railroad  in  18S7,  Poor's 
Manual  for  1887,  p.  662  ;  the  Memphis,  Selma  &  Brunswick  Railroad 
in  18S5,  17  Railroad  Gazette,  335. 

^  Page  90. 

^  Funds  for  building  a  road  tuay  someliaies  be  raised  by  receivers' 
certificates  where  they  could  not  be  secured  on  ordinary  mortgage 
bonds,  since  no  method  has  yet  been  discovered  for  adding  later  liens 
which  w^ill  take  precedence  of  the  receivers'  certificates. 

*  A  notable  exception  is  the  Mobile  &  Ohio  Railroad,  which  was  ex- 
tended 21  miles  from  Columbus  to  East  Cairo,  Ky.,  a  more  desirable 
terminus,  in  1881  during  the  receivership.     13  Railroad  Gazette,  545. 

^  In  a  very  large  number  of  cases  railroads  have  emerged  from  re- 
ceiverships and  at  a  later  date  have  been  absorbed  into  large  systems 
where  these  subsequent  absorptions  cannot  be  fairly  considered  as  the 
result  of  the  receivership. 
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cases  properties  which  have  gotten  into  the  hands  of  re- 
ceivers have  been  bonght  up  in  the  interests  of  persons^ 
who  also  had  great  interests  in  other  railroads.  But  the 
cases  where  a  road,  after  being  sold  by  a  receiver,^  has 
been  bought  by  a  great  system  or  leased  to  it,  or  in  any 
other  way  has  become  connected  with  it  in  a  definite 
corporate  capacity,  are  not  sufficiently  numerous  to  make 
such  a  fate  appear  by  any  means  the  general  rule. 

The  former  Wabash,  St.  Louis  &  Pacific  Railway  be- 
gan^ with  the  reorganization  of  the  Toledo,  Wabash  & 
Western  Railway  which  came  out  of  a  receivership  with 
628  miles  of  line  in  1877  ;  as  the  result  of  other  receiver- 
ships the  Peoria,  Pekin  &  Jacksonville  Railroad  (83 
miles),  and  the  Havana  and  Decatur  branches  (132  miles) 
of  the  Indianapolis,  Bloomington  &  Western  Railway 
were  added. to  it  in  1879,  the  Toledo,  Peoria  &  Warsaw 
Railway  (247  miles),  the  Chicago  &  Paducah  Railroad 

^  The  former  so-called  "  Gould  System  "  of  railroads,  for  example. 
This  was  a  S5'Stein  only  in  the  sense  that.  Jay  Gould  owned  a  con- 
trolling interest  in  the  different  railroads  which  composed  it. 

^  The  ver)'  numerous  instances  wliere  railroads  have  been  sold  under 
foreclosure  without  ever  getting  into  a  receivership,  are  not  considered 
in  this  paper  at  all. 

^Several  other  railroal  systems  of  some  importance  have  developed 
from  the  nucleus  of  a  single  railroad  reorganized  after  a  receivership  : 
notably  the  Chicago,  St.  Paul,  Minneapolis  &  Omaha  Raiiwa}',  oper- 
ating 1,492  miles,  is  a  reorganization  of  the  West  Wisconsin  Railway 
(178  miles),  after  the  receivership  of  1877-8.  The  Pacific  Railroad  of 
Missouri  (284  miles),  after  the  receivership  of  1875-6  developed  into 
the  Missouri  Pacific  Railway,  now  controlling  5,640  miles.  The  Atlan- 
tic, Mississippi  &  Ohio  Railroad  (428  miles),  was  reorganized  after  the 
receivership  of  1876-81  as  the  Norfolk  &  Western  Railroad,  which 
operated  1,577  miles  in  1894.  The  Boston,  Hartford  &  Erie  Railroad 
(113  miles),  was  reorganized  after  the  receivership  of  1870-1  as  the 
New  York  &  New  England  Railroad,  whicii  operated  545  miles  in  1894. 
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(165  miles),  and  the  Springfield  &  Northwestern  Rail- 
road (45  miles),  were  added  in  1880,  and  the  Cairo  & 
Vincennes  Railroad  (157  miles)  in  1881.  This  case  is 
an  unusual  one,  however.  It  is  surpassed  only  by  the 
Southern  Railway,  a  reorganization  in  1894  of  the  Rich- 
mond &  Danville  Railroad  (145  miles),  which  had  been 
in  the  hands  of  receivers  for  two  and  a  half  years  ;  the 
Southern  Railway  then  obtained  control,  as  soon  as  they 
emerged  from  the  receiverships,  of  the  Columbia  & 
Greenville  Railroad  (199  miles),  the  East  Tennessee, 
Virginia  &  Georgia  Railway  (1247  miles),  the  lyouisville 
Southern  Railroad  (123  miles),  the  Charlotte,  Columbia 
&  iVugusta  Railroad  (191  miles),  in  1894,  the  Asheville 
&  Spartanburg  Railroad  (66  miles)  and  the  Atlanta  & 
Florida  Railway  (103  miles)  in  1895,  the  Georgia 
Pacific  Railway  (555  miles)  in  1896,  the  Northern 
Division  Cumberland  &  Ohio  Railroad  (27  miles)  in 
1897,  the  Hartwell  Railroad  (10  miles)  and  the  Memphis 
&  Charleston  Railroad  (292  miles)  in  1898/ 

Only   a  few  other    existing    systems    have   acquired 
more  than  tv/o  or  three  additions "  as  a  direct   result  of 

^  Both  the  Waba<;h  and  the  Southern  systems,  however,  embraced 
•considerable  additional  mileage  whicli  'nad  not  previously  been  in  re- 
ceiverships. 

^  Among  the  more  important  single  additions  lo  railroad  systems  as 
the  direct  result  of  receiverships  are  tlie  Rockford,  Rock  Island  &  St. 
Louis  Railroad  (279  miles'),  acquired  by  tlie  "  Burlington  "  system  in 
1877,  the  West  Shore  Railroad  (472  miles),  added  to  the  New  York 
Central  system  in  1886,  th.e  New  York,  Chicago  &  St.  Louis  Railway 
(the  "Nickel  Plate,"  503  miles),  added  to  the  Lake  Shore  system  in 
1889,  the  Cairo,  Vincennes  &  Chicago  Li'.ie  (265  miles),  added  to  tlie 
'Big  Four"  system  in  1889,  the  Chicago  &  Atlantic  Railway  (250 
miles),  ndded  to  the  Erie  system  in  1890,  the  Richmond  &  Allegheny 
Railroad  (249  miles),   added  to  the  Chesapeake  &  Ohio  Railway  in 
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receiverships.  The  Louisville  &  Nashville  Railroad, 
obtained  a  part  (46  miles)  of  the  Ivouisville,  Pa- 
diicah  &  Southwestern  Railroad  in  1877,  the  Selma  & 
Gulf  Railroad  (40  miles)  and  the  New  Orleans,  Mo- 
bile &  Chattanooga  Railroad  (141  miles)  in  1880,  the 
Paducah,  Tennessee  &  Alabama  Railroad  (119  miles) 
and  the  Tennessee  Midland  Railroad  (135  miles)  in 
1895,  and  the  Middlesborough  Belt  Railroad  (22  miles) 
in  1896.  The  Southern  Pacific  Company,  gained 
control  of  the  Oregon  &  California  Railroad  (475  miles) 
in  1887,  the  Oregonian  Railway  (155  miles)  in  1890, 
the  Portland  &  Willamette  Valley  Railway  (29  miles) 
in  1892,  and  the  San  Gabriel  Valley  Rapid  Transit 
Railway  (18  miles)  in  1893.  '^^^^  Union  Pacific  sys- 
tem gained  the  Kansas  Pacific  Railway  (677 
miles)  and  the  St.  Joseph  &  Denver  City  Railroad  (227 
miles)  in  1879,  the  Denver  Pacific  Railway  (106  miles) 
in  1880,  and  the  Hastings  &  Grand  Island  Railroad 
(27  miles)  in  1885.  The  Illinois  Central  Railroad 
secured  the  Oilman,  Clinton  &  Springfield  Rail- 
road (ill  miles)  in  1877,  the  Havana,  Rantoul  &  East- 
ern Railroad  (76  miles)   and  the  Champaign,  Havana  & 

1888,  the  Cincinnati,  Washington  &  Baltimore  Railroad  (2S1  miles), 
added  to  the  Baltimore  &  Ohio  system  in  1889,  the  St.  Louis,  Ft  Scott 
&  Wichita  Railroad  (310  miles),  a  Ided  to  the  Missouri  Pacific  system 
in  1887,  the  New  York  &  New  England  Railroad  (361  miles),  added 
to  the  New  York,  New  Haven  &  Hartford  Railroad  in  1895,  the 
Shenandoah  Valley  Railroad  (253  miles),  added  in  1890  to  the  Norfolk 
&  Western  Railroad,  which  also  gained  the  Scioto  Valley  Railway 
(132  miles)  the  same  year,  and  the  Chicago  &  Lake  Huron  Railroad 
{232  miles),  added  in  1880  to  the  Grand  Trunk  system,  which  has  now 
also  practically  absorbed  the  Central  Vermont  Railroad  (403  miles), 
though  the  receivership  of  the  latter  has  not  yet  closed. 
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Western  Railroad  (130  miles)  in  1887,  the  Chesapeake, 
Ohio  &  Southwestern  Railroad  (351  miles)  in  1896,  and 
the  Owensboro,  Falls  of  Rough  &  Green  River  Rail- 
road (42  miles)  and  the  Short  Route  Railway  Transfer 
(ii^  miles)  in  1897. 

When,  however,  a  large  system  has  gone  into  a  re- 
ceivership, the  result  has  sometimes  been  just  the 
reverse, — that  is,  the  system  has  been  disintegrated,  and 
some  of  the  parts  have  continued  an  independent  exist- 
ence, while  others  have  been  absorbed  by  other  systems. 
The  most  striking  illustration  of  this  tendency  is 
furnished  by  the  Wabash,  St.  Louis  &  Pacific  Rail- 
way, to  which  allusion  has  just  been  made.  The 
Atchison,  Topeka  &  Santa  Fe  system  was  partially 
dismembered  through  the  receivership  of  1895-6 
by  the  segregation  of  the  St.  Louis  &  San  Francisco 
Railway,  operating  1,328  miles,  and  the  Colorado  Mid- 
land Railroad,  operating  350  miles.  The  Union  Pacific 
system  was  radically  reduced  through  the  receivership 
by  the  separate  reorganization  of  the  Oregon  Railway 
&  Navigation  Company  (1,059  i^ii^es),  and  the  Oregon 
Short  Line  &  Utah  Northern  (1,480  miles).  It  now 
seems  probable,  however,  that  these  roads,  as  well  as  the 
"  Gulf"  lines  (1,523  miles)  and  most  of  the  numerous 
branches  will  soon  be  restored  to  the  system.  The 
Richmond  &  Danville  system,  comprising  2,733  ™iles, 
went  to  pieces  as  a  result  of  the  receivership  of 
1892-4,  but  the  parts  were  quickly  gathered  up  with 
others  into  the  Southern  Railway,^  a  still  larger  system. 

^  See  page  119. 
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The  receivership  of  the  Toledo,  Cincinnati  &  St.  Louis 
Raih-oad,  1883-6,  resulted  in  sloughing  off  parts  of  the 
system,  reducing  the  mileage  from  782  to  450,  which 
was  reorganized  as  the  Toledo,  St.  Louis  &  Kansas  City- 
Railroad.  The  mileage  operated  by  the  Chicago,  Peoria 
&  St.  Louis  Railway  was  redu.ced  from  412  to  222  miles 
b}^  the  receivership  of  1893-6.' 

The  breaking  up  of  systems  has  not  always  been  the 
rule,  however,^  as  witness  the  receivership  of  the  Texas 
&  Pacific  Railway  in  1885  and  the  numerous  receiver- 
ships of  the  Denver  &  Rio  Grande,  the  Missouri,  Kansas 
&  Texas,  and  the  Erie  and  Reading  systems.^ 

A  topic  which  has  received  about  as  much,  if  not  as 
discriminating  attention  as  any  in  connection  with  re- 
ceiverships, is  the  matter  of  rate-cutting.  It  has  been 
rather  common  to  attribute  a  large  share  of  the  troubles 
which  have  vexed  the  railroad  w'orld  in  the  way  of  rate- 
cutting  to  those  roads  which  were  being  operated  by  re- 
ceivers. There  is  no  doubt  that  abundant  evidence  is 
to  be  had  which  seems  to  point  in  this  direction.  Many 
receivers  have  refused  to  enter  into  combinations  *  with 

*  2 1  Railway  Age,  99. 

^The  loss  to  the  Northern  Paiific  system,  through  the  receivership 
of  1895-6,  of  the  Wisconsin  Central  lines  (986  miles),  has  already 
been  mentioned,— see  note  i,  page  no. 

*  Though  its  receivership  is  not  yel  terminated,  the  Central  Vermont 
system  has  already  surrendered  the  Rutland  Railroad  (155  miles)  and 
the  Ogdensburg  &  Lake  Champlain  Railroad  ( 127  miles),  28  Railroad 
Gazette,  349  ;  23  Railway  Age,  236. 

*  During  the  spring  of  1896  the  Norfolk  &  Western  Railroad,  then 
in  the  hands  of  a  receiver,  was  the  only  trunk  Hue  which  refused  to 
enter  the  Joint  Traffic  Association,  (n  the  same  year  the  Toledo,  St. 
Louis  &  Kansas  City  Railroad  refused  to  join  this  association,  and  the 
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competing  lines  to  maintain  rates.  Doubtless  receivers 
have  both  openly  and  secretly  countenanced  cutting  of 
rates/  On  the  other  hand  instances  are  no  less  numer- 
ous of  receivers  joining  with  the  managers  of  other  lines 
to  prevent  rate-cutting,  sometimes  forming  agreements 
to  maintain  rates,  and  sometimes  even  joining  in  the 
organization  of  pools."     Attempts  to  keep  up  rates  have 

receiver  oliLaiued  an  injunction  to  prevent  members  of  the  association 
from  boycotting  the  road  on  account  of  this  refusal.  But  the  receiver 
of  the  Baltimore  &  Ohio  Railroad  joined  the  association. 

^  Not  to  burden  the  paper  with  any  attempt  at  enumeration  it  may 
suffice  to  mention  a  few  illustrations,  taken  at  random  over  a 
period  of  twenty  years.  In  1S76  the  Erie  Railway,  then  in  a  receiver's 
hands,  stimulated  its  passenger  traffic  enormously  by  making  a  $5  rate 
from  New  York  to  Buffalo,  and  fg  for  the  round  trip.  Under  the  re- 
ceivership of  1SS3  the  Toledo,  Cincinnati  &  St.  Louis  Railroad  made 
a  rate  from  Toledo  to  St.  Louis  53-40  less  than  the  rate  b}-  other  lines  ; 
in  1885  the  same  road  was  so  generally  believed  to  be  cutting  freight 
rates  that  it  had  to  secure  a  temporary  injunction  forbidding  the 
Michigan  Central  Railroad  from  refusing  freight  believed  to  have  been 
taken  at  cut  rates.  In  1887  the  Western  Passenger  Association  found 
that  the  Wabash,  St.  Louis  &  Pacific  Railway  was  cutting  Chicago-St. 
Louis  rates  of  passenger  fare  ^2.50  through  scalpers,  and  asked  Re- 
ceiver McNulta  to  have  it  stopped,  19  Railroad  Gazette,  462.  In  1895 
the  receivers  of  the  Atchison,  Topeka  &  Santa  Fe  Railroad  were  taken 
to  task  by  the  Interstate  Commerce  Commission  for  making  through 
rates  from  Chicago  to  Colorado  points  lower  than  to  intermediate 
points,  28  Railroad  Gazette,  55. 

^  For  instance,  the  receiver  of  the  Denver  &  Rio  Grande  Railroad  in 
18S4  agreed  with  the  Denver  &  New  Orleans  Railroad  to  maintain 
rates  between  Denver  and  Pueblo,  16  Railroad  Gazette,  61  r.  As  early 
as  1877  the  receivers  of  the  Illinois  &  St.  Louis  Bridge  were  author- 
ized by  the  court  to  pool  with  the  Wiggins  Ferry  Company,  26  Rail- 
road Gazette,  529.  In  1878  the  Indianapolis,  Cincinnati  &  Lafayette 
and  the  Layfayette,  Muncie  &  Bloomington  Railroads,  both  being 
operated  by  receivers,  formed  with  the  Wabash  and  Louisville,  New 
Albany  &  Chicago  Railway  a  pool  on  all  through  business  east  from 
Lafayette,  10  Railroad  Gazette,  387  ;  the  receiver  of  the  Indianapolis, 
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indeed  brought  the  receivers  into  conflict  with  State 
regulations  in  respect  to  maximum  rates.'  But  the 
instances  of  either  sort  mentioned  in  the  notes,  and 
scores  of  others  which  might  be  added,  do  not  show  any- 
clear  line  of  distinction  to  exist  in  this  matter  between 
railroads  in  receiverships  and  the  same  or  other  roads 
out  of  receiverships. 

This  much  may  be  said,  however,  that  the  same  causes 
which  have  led  to  rate-cutting  have  often  brought  the 
rate-cutting  roads  into  receiverships,  and  the  rate-cutting 
has  frequently  been  continued  after  the  receivership  was 

Cincinnati  &  Lafayette  Railroad  had  already  agreed  to  pool  with  the 
Cincinnati,  Hamilton  &  Dayton  Railroad  all  the  freight  and  passenger 
earnings  between  Cincinnati  and  Indianapolis,  9  Railivad  Gazette,  248. 
In  1877  the  receiver  of  the  Kansas  Pacific  Railway  agreed  to  pool  with 
the  Atchison,  Topeka  &  vSanta  Fe  Railroad  on  all  competitive  busi- 
ness, 9  Railroad  Gazette,  380.  In  the  following  year  the  United  States 
Circuit  Court  approved  the  Kansas  Pacific  receiver's  pooling  agree- 
ment with  the  Union  Pacific  Railroad,  the  Omaha  Bridge  and  the 
Colorado  Central  Railroad,  10  Railroad  Gazette,  314.  The  receiver  of 
the  Houston,  East  &  West  Texas  Railway  pooled  all  Texas  business 
with  competing  lines  in  1885,  17  Railroad  Gazette,  542.  These  and 
hosts  of  other  instances  preceded,  of  course,  the  prohibition  of  poolg 
in  the  Interstate  Commerce  Act  of  1887.  The  agreement  for  the 
division  of  traffic  in  1894  by  the  Southern  Railway  &  Steamship  Asso- 
ciation, of  which  several  roads  in  receiverships  weie  members,  was 
held  by  the  Interstate  Commerce  Commission  (Report  for  1894,  p.  25) 
to  amount  practically  to  a  pooling  agreement.  Several  receivers  were 
members  of  the  Trans-Missouri  Freight  Association  recently  dissolved. 
'  As,  e.  g.,  the  receiver  of  the  Vicksburg  &  Meridian  Railroad,  who 
was  ordered,  in  1886,  in  accordance  with  the  order  of  the  Railroad 
Commissioner  of  Mississippi,  to  reduce  fares  to  three  cents  per  mile, 
and  such  rates  seeming  to  prove  unreniunerative,  the  federal  court  au- 
thorized the  receiver  to  fix  rates  at  such  a  figure  as  to  pay  running  ex- 
penses and  give  six  per  cent,  profit  on  the  cash  value  of  the  road,  and 
to  submit  the  rates  to  the  Railroad  Commission.  18  Railroad  Gazette, 
413.  825. 
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established.  The  leading  motive  to  rate-cutting  is  of 
course  the  hope  of  getting  business  away  from  competi- 
tors and  securing  business  whicli  would  not  be  carried  at 
all  at  higher  rates.  The  temptation  to  the  practice  is 
naturally  felt  the  most  strongly  by  roads  which,  from 
the  fact  of  their  having  less  direct  routes  or  being  unable 
to  offer  as  good  accomodations  as  their  rivals,  are  at  a 
disadvantage  '  in  competing  for  business.  These  same 
disadvantages  have  often  brought  the  road  into  bank- 
ruptcy, and  so  it  has  come  about  that  the  same  roads 
have  frequently  been  in  the  lists  of  receiverships  and 
among  the  w^orst  sinners  in  the  matter  of  rate-cutting, 
without  the  former  being  in  any  way  the  cause  of  the 
latter.  Indeed  the  allegation  that  receivers  have  been 
largely  responsible  for  rate-cutting  is  usually  based  on 
the  « /rz'cTz' assumption  that  the  bankrupt  roads,  being 
relieved  from  the  necessity,  for  a  time,  at  least,  of  paying 
fixed  charges,  are  able  to  take  business  at  rates  which 
solvent  roads  could  not  afford  to  take.  But  there  is  no 
advantage  to  the  insolvent  roads  in  cutting  rates  unless 
they  thereby  increase  their  net  receipts,  and  if  the  low- 
ering of  the  rates  accomplishes  this,  the  case  is  no  differ- 
ent with  the  insolvent  from  what  it  is  with  a  solvent 
road.  If  two  railroads  have  been  built  where  one  was 
adequate  to  handle  the  business,  the  result  must  be 
disastrous  to  at  least  one,  and  the  building  of  unneces- 
sary roads  has  been  one  of  the  worst  features  of  Ameri- 
can railroad  history.  But  the  evil  has  been  an  inevitable 
result  of  the  very  existence  of  the  superfluous  roads,  and 

^  But  some  famous  rate  wars  have  been  inaugurated  by  strong  roads. 
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not  of  an}'  peculiarity  generally  connected  with  receiv- 
ers' management. 

As  a  general  rule  the  appointment  of  a  receiver  does 
not  directly  affect  most  of  the  railroad's  employees.  If 
the  road  is  operated  by  a  lessee,  the  receiver  has  no  di- 
rect dealings  with  the  employees ;  if  the  receiver 
operates  the  road  himself,  he  must  have  a  large  body  of 
men  acquainted  with  railroad  service,  and  usually  those 
who  are  alread}'  in  the  employ  of  the  company  are  ob- 
viously the  most  available.  It  is  customary,  therefore, 
for  a  receiver,  on  taking  possession  of  the  property,  to 
publish  a  notice  declaring  that  all  persons  previously  in 
the  employ  of  the  company  will  retain  their  positions 
unless  otherwise  notified  by  him  ;  and  such  changes  as 
he  does  make  rarely  go  beyond  a  fev/  of  the  general 
offices. 

But  sometimes  the  employees  come  immediately  to 
realize  that  the}^  are  working  under  a  different  regime. 
When  financial  embarrassments  have  brought  about  the 
receivership,  the  employees'  pay  is  often  heavily  in  ar- 
rears. When  a  receivership  is  established,  the  receiver 
is  commonly  directed  to  apply  the  earnings  to  payment 
of  wages  before  paying  any  of  the  fixed  charges,  even 
where  the  wages  are  not  protected  by  positive  statute.' 
Even  as  early  as  1859  a  federal  circuit  court  directed 
that,  before  any  revenue  of  the  company  ^  for  which  the 
receiver  was  appointed,  could  be  diverted  to  pay  bonds, 

^  The  statute  in  New  York  (Revised  Statutes,  1S96,  p.  669)  declares 
wages  of  employees  to  be  preferred  claims. 

"  The  Central  Ohio  and  Steubenville  &  Indiana  Railroads,  \^  Amer- 
ican Railroad  Journal,  475,  598. 
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all  debts  to  employees  and  to  persons  who  had  advanced 
money  for  current  expenses  or  payment  of  interest, 
should  be  paid.  The  reasons  for  such  a  practice  were 
reviewed  by  Judge  Drummond  of  the  federal  circuit 
court  in  1878  in  the  case  of  the  receivership  of  the  In- 
dianapolis, Bloomington  &  Western  Railway/  Finally 
the  principle  was  reaffirmed  by  the  Supreme  Court  the 
same  year  in  the  receivership  of  the  Chicago,  Danville 
&  Vincennes  Railroad.  Chief  Justice  Waite  based  the 
decision  partly  on  public  policy,  but  also  on  the  equities 
of  the  case.  On  the  latter  point  he  said  :  "  The  mortga- 
gee has  his  strict  rights  which  he  may  enforce  in  the 
ordinary  way.  If  he  asks  no  favor,  he  need  grant  none. 
But  if  he  calls  upon  a  court  of  chancery  to  put  forth  its 
extraordinary  powers  and  grant  him  purely  equitable 
relief,  he  may  with  propriety  be  required  to  submit  to 
the  operation  of  a  rule  which  always  applies  in  such 
cases,  and  do  equity  in  order  to  get  equity."  ^ 

Where  the  revenues  are  insufficient  to  pay  the  wages, 
the  court  is  apt  to  authorize  the  receiver  to  incur  a  debt^ 
in  order  to  keep  up  wage  payments,  sometimes  even 
directing  the  issuance,  for  this  purpose,  of  receivers'  cer- 
tificates *  which  become  a  first  lien  on  all  the  property. 

^  Turner,  et  al.,  v.  I.  B.  &  W.  R'y  Co.,  et  al.,  8  Biss.,  U.  S.,  315. 

^  Fosdick  V.  Schall,  99  U.  S.,  335. 

'^ E.g.,  the  Denver  &  Rio  Grande  Railway,  1884,  16  Railroad  Ga- 
zelle, 543  ;  the  Chicago  &  Great  Southern  Railway,  1885,  10  Railway 
Age,  556,  etc.,  etc. 

^  E.g.,  the  Indianapolis  &  St.  Louis  Railroad,  1882,  14  Railroad 
Gazette,  385  ;  the  Indianapolis,  Bloomington  &  Western  Railway, 
1877,  9  Railroad  Gazette,  400  ;  the  Atchison,  Topeka  and  Santa  Fe 
Railroad,  1894,  26  Railroad  Gazette,  557. 


128  Economic  Studies. 

The  appointment  of  a  receiver  indeed  not  only  leads 
often  to  promptness  in  paying  current  wages,  but  fre- 
quently to  the  clearing  up  of  arrears,'  sometimes  of  long 
standing,"  the  personal  property  of  the  company  some- 
times being  sacrificed  for  this  purpose.^ 

But  the  resources  at  a  receiver's  command  are  not  al- 
ways sufficient  to  bring  an  insolvent  road  to  solvency 
even  so  far  as  the  current  expenses  are  concerned. 
Wages  may  still  fall  behind,^  and  receivers  may  be  un- 
able to  pay  them.  It  is  sometimes  impossible  for  the 
receivers  to  float  any  paper,  and  they  have  been  obliged 
to  pay  employees  in  receivers'  certificates,^  which,  under 
such  circumstances,  were  practically  of  no  value. 

^  E.  g.,  the  Atlantic  &  Pacific  Railroad  in  1875,  7  Railroad  Gazette, 
481  ;  the  Indianapolis,  Cincinnati  and  Lafayette  Railroad,  1876,  9 
Railroad  Gazette,  126  ;  the  Ivouisville,  Paducah  &  Southwestern  Rail- 
road, 1876,  8  Railroad  Gazette,  374. 

^  The  law  of  Wisconsin  (1885,  Ch.  48),  makes  wages  of  employees 
for  three  months,  and  that  of  Utah  (1896,  Ch.  XLIX),  for  one  year 
prior  to  the  receivership,  a  preferred  debt.     See  also  note  3  page  63. 

^  E.  g.,  the  Chicago,  Indiana  &  Eastern  Railway,  1896,  21  Railway 
Age,  51. 

*In  1874,  when  the  Springfield  &  Illinois  Southeastern  Railway  was 
about  to  be  sold  under  foreclosure,  some  of  the  employees  struck  for 
four  months'  pay  which  they  feared  could  not  be  collected  if  the  re- 
ceiver was  permitted  to  sell  the  road,  6  Railroad  Gazette,  378.  When 
all  the  employees  on  the  eastern  division  of  the  Chicago  &  Lake  Huron 
Railroad  struck,  in  1875,  four  months'  back  wages  were  due,  7  Rail- 
road Gazette,  225.  In  1877  all  the  employees,  and  in  1881  the  freight 
trainmen  on  the  Illinois  Midland  Railway  struck,  demanding  back 
pay,  9  Railroad  Gazette,  342  ;  13  Id.,  433.  The  same  was  true  of 
freight  crews  on  the  Buffalo,  New  York  &  Philadelphia  Railroad  in 
1885,  17  Railroad  Gazette,  399. 

^  vStrikers  on  the  New  York  &  Oswego  Midland  Railroad  in  1874 
complained  that  the  receivers'  certificates  in  which  they  were  paid 
were  worthless,  6  Railroad  Gazette,  86. 
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The  efforts  of  receivers  to  bring  expenses  within  the 
revenues,  also,  often  lead  to  wage  reductions,'  sometimes 
of  a  very  serious  character,  or  to  an  even  more  serious 
lengthening  of  the  working  day,'  perhaps  oftener  still  to 
a  radical  cutting  down  of  the  working  force,  throwing 
great  numbers  of  employees  out  of  work  altogether.^ 
Sometimes  the  more  rigid  discipline  of  the  receiver  has 
had  a  similar  effect/ 

In  some  respects  rights  and  interests  of  employees  have 
been    peculiarly    guarded'    under    receiverships.       The 

^  A  strike  on  the  Erie  Railway  in  1877  was  occasioned  by  reduction 
of  wages  ten  per  cent. ,  ordered  by  the  receiver,  9  Railroad  Gazette ^ 
284.  Bven  after  a  strike  in  1876  the  engineers  on  the  Indianapolis, 
Bloomington  &  Western  Railway  were  obliged  to  accept  a  ten  per 
cent,  reduction,  though  they  gained  some  reduction  in  the  number  of 
miles  constituting  a  trip,  8  Railroad  Gazette.  335.  vSome  freight  train 
men  on  the  Buftalo,  New  York  &  Philadelphia  Railroad  wVio  struck 
in  1885  had  had  their  wages  reduced  25  per  cent,  by  the  receiver,  17 
Railroad  Gazette,  399.  The  receiver  of  the  Denver,  Leadville  &  Gun- 
nison Railway,  on  taking  charge  in  1894,  reduced  the  wages  of  all  em- 
ployees, 26  Railroad  Gazette,  572. 

^4,500  employees  were  affected  by  the  order  of  the  receivers  of  the 
Baltimore  &  Ohio  Railroad  in  1896,  increasing  the  hours  of  daily  labor 
for  shopmen  from  eigiit  to  ten,  21  Railway  Age,  150. 

•*  E.g.  the  receiver  of  the  Toledo,  Cincinnati  &  St.  IvOuis  Railroad, 
1885,  threw  twenty  crews  out  of  work  by  abandoning  trains,  10  Rail- 
way Age,  29  ;  the  receiver  of  the  Wabash,  St.  Louis  &  Pacific  Rail- 
way in  1886  closed  the  shops  at  Springfield,  dismissing  three  hundred 
men,  18  Railroad  Gazette,  85  ;  etc.,  etc. 

*  The  receiver  of  the  Pacific  Railroad  of  Missouri  in  1S77  dismissed 
conductors  who  were  alleged  to  have  stolen  $80,000  in  a  year  from  the 
company,  13  Railway  Review,  23,   130. 

^  Judge  Powers  decided  in  1879,  i"  t'^^  '"^^'^  '^^  t^tie  Portland  & 
Ogdensburg  Railroad,  Vermont  Division,  that  under  the  Vermont  law 
a  laborer's  lien  on  the  personal  property  of  a  railroad  is  not  affected 
under  a  receivership,  but  is  a  claim  even  ahead  of  the  receiver's  cer- 
tificates, II  Railroad  Gazette,  665. 
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United  States  court  which  appointed  the  receiver  of  the 
Atlantic  &  Pacific  Railroad  forbade  (1896)  his  black- 
listing members  of  the  American  Railway  Union/ 
Judge  Treat  of  the  federal  court  in  1885  stopped  the  at- 
tempt of  his  receiver  to  deduct  three  per  cent,  attorney's 
fees  from  receiver's  certificates  with  which  he  paid  the 
emploj-ees  of  the  St.  Louis  Coal  Railroad."  The  Supreme 
Court  of  Minnesota'^  in  1895  prevented  the  receiver  of 
the  INIinneapolis  &  St.  Louis  Railway  from  escaping 
liability  for  injuries  to  employees  on  the  plea  that  the 
"  fellow-servant  act "  ^  of  Minnesota  did  not  specify  re- 
ceivers among  those  subject  to  its  provisions. 

In  general  it  may  be  said  that  employees  of  a  railroad 
in  the  hands  of  a  receiver  have  ready  at  hand  a  court  of 
arbitration  to  which  they  can  easily  appeal,  and  which 
has  peremptory  power  to  enforce  its  decisions.  Many 
appeals  of  this  sort  have  been  made,'^  in  some  of  which 
the  employees  gained  their  petitions  in  whole''  or  in  part/ 

^  Chicago  Record,  June  13,  1896. 

'  17  Railrod  Gazette,  391. 

^  Mikkelson  v.  Triiesdale,  65  Northivestern  Reporter,  260. 

*  General  Statutes,  1894,  \  2701. 

*  The  most  important  case,  and  one  of  absorbing  interest  is  that  of 
the  Union  Pacific  employees  in  1894,  ^  very  full  account  of  which  may 
be  found  in  the  official  report  of  Ames,  et  at.  v.  Union  Pacific  Rail- 
way Compan}-,  et  at.,  62  Fed.  Rep  ,  7.  Next  to  this  may  be  mentioned 
the  case  of  the  Central  of  Georgia  Locomotive  Bngineers  reported  in 
Waterhouse,  et  at.  v.  Comer,  55  Fed.  Rep.,  149. 

^  As  in  the  case  of  the  Louisville,  Cincinnati  &  Lexington  Railroad, 
whose  receiver  ordered  a  ten  per  cent,  reduction  of  wages,  i  Aug. 
1877,  but  on  the  representations  of  a  committee  of  employees,  the 
chancellor  ordered  the  reduction  rescinded,  9  Raitroad  Gazette,  342. 

'  In  the  strike  on  the  Denver  and  Rio  Grande  Railway  in  1885,  the 
shopmen  at   Denver  and   Salida  petitioned  the  judge  of  the  United 
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and  when  they  failed,  had  at  least  Si  prima  facie  justifi- 
cation ^  of  the  refusal  furnished  them. 

On  the  other  hand  some  federal  courts-  have  refused  to 
recognize  any  claim  of  the  employees  to  arbitration,  and 
the  United  States  Circuit  Court  for  the  Eastern  District 
of  Pennsylvania  in  1895  went  so  far  as  to  permit  the 
receiver  of  the  Philadelphia  &  Reading  Railroad  ■'  to 
promulgate  a  rule  that  no  one  would  be  employed  by 
him  who  was  a  member  of  a  labor  organization  unless 
he  would  agree  to  withdraw  therefrom. 

But  along  with  the  special  protection  to  their  rights 
and  privileges,  employees  of  railroads  in  the  hands  of 
receivers  are  also  subject  to  special  responsibilities  and 
limitations.  These  arise  chiefly  out  of  the  fact  that  "  it 
is  well  established  that  a  court  will  punish  as  for  con- 
tempt, all  interference  with  the  operation  of  a  line  of 
railroad  which  is  being  managed  by  its  receiver."  *  In 
consequence  of  this,  as  long  ago  as  1874,'' and  frequently 
since,  striking    employees  have  been  punished  both  by 

States  Circuit  Court,  who  decided  that  the  charges  of  unfair  treatment 
were  not  substantiated,  but  recommended  the  receiver  not  to  discharge 
any  men  because  of  their  going  out  on  the  strike,  17  Railroad 
Gazette,   368. 

'  The  court  refused  to  set  aside  the  wage  schedule  enforced  by  the 
receiver  of  the  Toledo,  St.  Louis  &  Kansas  City  Railroad  in  1894,  but 
commended  the  500  employees  who  filed  the  petition  for  doing  so  in- 
stead of  striking,  26  Railroad  Gazette,  91  ;  similarly  in  the  case  of  a 
ten  per  cent,  reduction  of  wages  by  the  receiver  of  the  Cincinnati, 
New  Orleans  &  Texas  Pacific  Railway  in  1894,  62  Fed.  Rep.,  17. 

2  In  re  Sea.  L.  S.  &  En.  Ry.  Co.,  61  Fed.  Rep.,  541. 

3  Piatt  V.  P.  &  R.  R   Co.  et  at.,  65  Fed.  Rep.,  660. 

*  Beach's  Commentaries  on  the  L,aw  of  Receivers,  \  336. 

*  New  York  &  Oswego  Midland  Railroad,  6  Railroad  Gazette,  86. 


132  Economic  Shidies. 

fine  and  by  imprisonment  ^  for  contempt  of  conrt  in  in- 
terfering with  the  operation  of  raih'oads  in  the  hands  of 
receivers,  a  snmmary  sort  of  procednre  not  applicable 
against  railroad  employees  generally.  In  the  United 
States  Court  for  the  Eastern  District  of  Wisconsin,  Judge 
Jenkins  went  even  farther  than  this,  Dec.  13,  1893,  ^^^^ 
issued  an  injunction  ^  restraining  the  employees  of  the 
Northern  Pacific  Railroad,  about  twelve  thousand  in 
number,  from  "  combining  and  conspiring  to  quit,  with 
or  wathout  notice,  the  service  of  the  receivers,  with  the 
object  and  intent  of  crippling  the  property  in  their 
custody  or  embarrassing  the  operation  of  the  railroad, 
and  from  so  quitting  the  service  of  said  receivers,  with 
or  without  notice,  as  to  cripple  the  property  or  prevent 
or  hinder  the  operation  of  said  railroad."  A  second 
writ  of  injunction  was  issued  Dec.  22,  1893,  containing 
in  addition  a  clause  enjoining  all  persons  from  "  ordering, 
recommending,  approving  or  advising  others  to  quit  the 
service  of  the  receivers  of  the  Northern  Pacific  Rail- 
road Company  on  Jan  t,  1894,  or  at  any  other  time." 
On  mature  consideration,  however,  this  extraordinary 
clause  was  withdrawn  on  petition  of  the  principal  labor 

^  Both  the  Vice  Chancellor  of  New  Jersey  and  the  United  States 
Circuit  Court  at  Pittsburgh  in  1877  imposed  fines  of  $50  to  |ioo  on 
strikers  and  imprisoned  them,  the  latter  for  90  days  and  the  former  dur- 
ing the  pleasure  of  the  court,  for  contempt  in  stopping  trains  of  the 
Central  Railroad  of  New  Jersey,  9  Railroad  Gazette,  390,  410  ; 
rioters  who  stopped  trains  of  the  Indianapolis,  Cincinnati  &  Lafayette 
Railroad  at  Indianapolis,  the  same  year,  were  imprisoned  90  days  for 
contempt  by  the  United  States  Circuit  Court,  (^Railroad  Gazette,  367  ; 
etc. 

*  19  Railway  Age,  209. 
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organizations  among  the  employees.  The  conrt,  how- 
ever, refused  to  modify  the  original  injunction  forbidding 
the  employees  from  quitting  the  service  of  the  receivers. 
An  appeal  was  consequently  carried  to  the  United  States 
Circuit  Court  of  Appeals,  which,  Oct.  i  1894,  over- 
ruled the  court  below,  on  the  ground  that  an  equity  court 
should  not  intervene  by  injunction  to  compel  the  affirma- 
tive performance  of  a  contract.^ 

The  general  traveling  and  shipping  public  have  not 
been  directly  affected,  to  any  great  extent,  by  the  matter 
of  receiverships.  In  1884  the  receivers  of  the  Wabash, 
St.  Louis  &  Pacific  Railway  repudiated  tickets  purchased 
prior  to  the  receivership,  and  were  upheld  by  the  United 
States  Circuit  Court.^  A  somewhat  similar  case  occurred 
in  the  receivership  of  the  Marietta  &  North  Georgia 
Railway.  The  company  had  contracted  with  a  marble 
company  to  carry  marble  between  two  points,  allowing 
the  same  to  be  stopped  over  at  an  intermediate  point  to 
be  dressed,  and  then  carried  to  the  destination  without 
extra  charge,  the  entire  charge  for  freight  being  paid  in 
advance.  When  the  road  went  into  a  receivership  in 
1891,  the  United  States  Circuit  Court  decided  that  the 
receiver  could  not  be  compelled  to  transport  the  marble 
from  the  intermediate  point  to  the  destination,  although 
the  freight  had  been  paid  for  such  transportation  before 
the  appointment  of  the  receiver.'^ 

But  very  few  receivers  have  shown  any  disposition  of 

'  Arthur  v.  Oakes,  24  U.  S.  Appeals,  239. 

^  16  Railroad  Gazette,  560  ;  17  Id.,  815. 

3  Cent.  Trust  Co.  v.  M.  &  N.  G.  R'y  Co.,  51  Fed.  Rep.  15. 
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this  sort.  For  the  most  part  the  operation  of  the  rail- 
roads has  gone  forward  without  any  interruption  what- 
ever, and  in  substantially  the  same  manner  as  before,  so 
far  as  public  accommodations  are  concerned.  Few  trav- 
elers, except  as  they  might  read  the  news  in  the  papers, 
would  discover  that  a  receiver  had  been  put  in  charge. 
The  public  doubtless  has  occasional  cause  for  complaint, 
but  these  causes  have  seldom  differed  either  in  nature  or 
in  degree  from  causes  of  complaint  against  the  manage- 
ment of  the  same  railroads  by  their  owners.^  Indeed  the 
appointment  of  a  receiver  has  sometimes  led  to  the 
resumption  of  operations  of  a  road  which  had  been  tem- 
porarily abandoned,  and  in  the  few  cases  of  the  opposite 
sort,  the  receiver  has  seldom  abandoned  a  road  on  which 
there  was  any  considerable  traffic. 

The  difficulty  of  the  public  in  connection  with  receiv- 
erships has  come  mainly  when  injuries  were  sustained  or 

^  For  example,  in  1885,  the  Standard  Oil  Company,  by  threats  of 
■withdrawing  its  patronage  and  building  a  pipe-line,  induced  the  re- 
ceiver of  the  Marietta  &  Cincinnati  Railroad  to  make  an  agreement  to 
charge  all  other  shippers  35  cents  per  barrel  on  oil  from  Macksburg  to 
MarieUa,  Ohio,  while  a  rale  of  only  10  cents  per  barrel  was  charged 
the  Standard  Oil  Company,  and  further,  the  receiver  agreed  to  retain 
only  10  cents  on  each  barrel  delivered  by  other  shippers,  and  turn  over 
the  other  25  cents  to  the  Standard  Oil  Company.  This  particular 
receivership,  however,  was  in  the  jurisdiction  of  Judge  Baxter  of  the 
United  States  Circuit  Court,  who  did  not  regard  the  interest  of  the 
Standard  Oil  Company  as  paramount  to  all  public  interests.  He  di.s- 
charged  the  receiver  who  made  this  agreement,  and  appointed  another 
in  his  place.  Judge  Baxter  characterized  the  agreement  as  "  discrim- 
ination so  wanton  and  oppressive  it  could  hardly  have  been  accepted 
by  an  honest  man,  and  a  judge  who  would  tolerate  such  a  wrong,  or 
retain  a  receiver  capable  of  perpetrating  it,  ought  to  be  impeached  and 
degraded  from  his  position."  Trustees  v.  C.  &  M.  R.  R.  Co.  et  al.,  31 
Fed.  Rep.,  689. 
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other  causes  for  damages  arose.  Notwithstanding  some 
statute  requirements,  certain  courts  have  displayed  won- 
derful ingenuity  in  evading  the  law  and  securing  practi- 
cal immunity  from  the  duties  and  responsibilities  of 
common  carriers  for  their  receivers.  Persons  having 
claims  against  railroads  for  damages  have  consequently 
found  considerable  difficulty  in  securing  their  rights 
from  receivers.  The  chief  cause  has  been  the  pernicious 
rule,  all  but  universal,'  that  a  receiver  could  not  be  sued 
except  on  permission  of  the  court  which  appointed  him. 
In  the  early  practice  it  was  very  rare  indeed  that  leave 
was  given  to  sue  a  receiver  in  a  court  of  law.  The 
result  was  that  the  plaintiffs  had  to  present  their  claims 
often  at  great  expense  at  a  distant  and  inaccessible  point, 
and  the  litigation  was  all  concentrated  in  the  equity  side 
of  the  court,  where  the  suitor  was  denied  a  trial  by  jury, 
although  his  demand  was  a  purely  legal  one  and  not  a 
matter  in  equity  at  all.  One  having  a  demand  against 
a  railroad  receiver  was  required  to  assert  it  by  filing  a 
petition  of  intervention,  which  was  referred  to  the  master 
of  the  court,  whose  report  and  the  exceptions  thereto 
would  at  some  time  come  up  for  consideration  by  the 
court. - 

In  April  1884,  Judge  Caldwell,  then  judge  of  the 
United  States  District  Court  for  the  Eastern  District  of 
Arkansas,  whose  name  has  been  preeminently  associated 
with  the  reform  of  abuses  in  connection  with  receiver- 
ships, adopted  a  rule^   that  receivers  appointed  by  his 

'  Except  in  the  United  States  Courts  since  1SS7. 

^  30  American  Law  Review,  161  ff. 

"  Dow  V.  Memphis,  &c.,  R.  Co.,  20  Fed.  Rep.,  260. 
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court  might  be  sued  in  any  court  of  competent  jurisdic- 
tion without  leave.  A  few  years  later  this  principle 
was  embodied  in  the  third  section  of  the  Act  of  March  3, 
1887,'  and  hence  became  bindino^  on  all  federal  courts. 
It  leaves  the  suit  subject  to  the  general  equity  jurisdic- 
tion of  the  court  in  which  the  receiver  was  appointed, 
"  so  far  as  the  same  shall  be  necessary  to  the  ends  of 
justice.""  "  The  judgment  of  the  State  Court  is  con- 
clusive as  to  the  amount  of  the  debt,  but  the  time  and 
mode  of  its  payment  must  be  controlled  by  the  court 
appointing  the  receiver."  ■'  For  "  the  right  to  sue  the 
receiver  in  the  vState  court  would  be  of  little  utility  if 
its  judgment  could  be  annulled  or  modified  at  the  dis- 
cretion of  the  court.  It  is  open  to  the  receiver  to  cor- 
rect the  errors  of  the  inferior  courts  of  the  vState  by  an 
appeal  to  the  supreme  court  of  the  State.  But  this 
[federal]  court  is  not  invested  with  appellate  or  super- 
visory jurisdiction  over  the  State  courts,  and  cannot 
annul,  vacate  or  modify  their  judgments."  ^ 

One  of  the  most  flagrant  attempts  to  shut  out  credi- 
tors from  securing  their  rights,  was  in  connection  with 
the  receivership  of  the  Texas  &  Pacific  Railway.  In 
discharging  the  receiver,  Oct.  31,  1888,  the  United 
States  Circuit  Court  for  the  Eastern  District  of 
Louisiana  "  ordered  that  all  claims  against  the  receiver 
as  such  up  to  said  31st  of  Oct.  1888,  be  presented  and 
prosecuted  by  intervention  prior  to  Feb.    i,    1889,  and 

1  24  Stat.,  Ch.  373,  p.  554. 

2  24  Stat.,  Ch.  373,  p.  554. 

3  Cent.  Trust  Co.  v.  St.  L.  A.  &  T.  R'y  Co.,  41  Fed.  Rep.,  551. 
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if  not  so  presented  by  that  date,  that  the  same  be  barred, 
and  shall  not  be  a  charg-e  on  the  property  of  said  com- 
pany," '  thus  endeavoring  by  judicial  fiat  to  outlaw  all 
claims  after  the  lapse  of  only  three  months.  The  Su- 
preme Court  of  Texas,  however,  has  enforced  claims 
against  the  company  at  a  later  date,^  refusing  to  honor 
this  order,  especially  as  the  requirement  that  claims  be 
prosecuted  by  intervention  is  plainly  an  explicit  viola- 
tion of  the  Act  of  Congress  permitting  suits  against  a 
receiver  to  be  brought  in  any  court  of  competent  juris- 
diction. 

The  public  in  organized  capacity  as  the  state  have 
some  occasion  to  complain  of  the  management  of  re- 
ceivers. Although  it  is  a  well  established  principle  that 
receivers  operating  railroads  are  common  carriers,  some 
courts  have  shown  a  disposition  to  manage  railroads 
utterly  regardless  of  all  laws  for  the  regulation  of  rail- 
roads, where  the  law  does  not  expressly  specify  receivers 
among  those  subject  to  the  provisions  of  the  act.^  Even 
before  the  Act  of  March  3,  1887,  which  directs  receivers 
operating  railroads  to  conform  to  the  legal  regulations 
of  the  States  in  which  the  property  is  situated,  some 
judges  governed  themselves  by  the  very  obvious  j^rinciple 
of  justice  on  which  this  law  is  based. ^     And  since  that 

'  Texas  &  P.  R'y  Co.  v.  Johnson,  76  Texas,  421. 

''To  remedy  such  an  abuse  the  legislature  of  Massachusetts  was 
obliged  to  enact  a  special  law  prohibiting  the  obstruction  of  highways 
by  the  receivers  and  assigns  of  railroad  corporations.  Acts  of  1895,  Ch. 

173- 

^  For  example,  Judge  Deady,  in  18S5,  ordered  the  receiver  of  the 
Oregon  &  California  Railroad  to  obey  the  law  of  Oregon  limiting  pas- 
senger fares  to  four  cents  per  mile  and  freight  rates  to  those  in  effect 
I  Jan.  1885,  and  forbidding  discriminations,  10  Railway  Age,  327. 
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time  a  federal  court  decided  in  August  1890,  that  "the 
receiver  of  a  railroad  in  Florida,  where  discrimination  in 
freight  rates  is  a  criminal  offense,  has  no  right  to  make 
such  a  discrimination."  ^  But  in  other  instances  it  has 
suited  the  pleasure  of  federal  courts  to  put  themselves  to 
considerable  trouble  to  interfere  with  the  enforcement  of 
valid  State  laws  in  so  far  as  they  applied  to  railroads  in 
the  hands  of  receivers  of  the  federal  courts. 

From  1889  the  South  Carolina  Railway,  and  from 
1892  the  Richmond  &  Danville  system,  operating  1,419 
miles  of  railroad  in  the  State  of  South  Carolina — con- 
siderably more  than  half  the  total  railroad  mileage  of 
the  State — were  operated,  until  1894,  by  receivers  ap- 
pointed by  the  United  States  Circuit  Court  for  the  Dis- 
trict of  South  Carolina.  On  the  claim  that  the  taxes 
were  excessive  in  amount,  the  receivers,  under  the  direc- 
tion of  the  court,  refused  to  pay  the  taxes  for  1 890-1, 
amounting  to  about  ^100,000,  and  the  taxes  for  1891-2, 
amounting  to  about  $60,000.^  In  conformity  to  the  law 
of  the  State,  several  county  treasurers  issued  tax  execu- 
tions, and  the  sheriffs  proceeded  to  seize  certain  property 
of  the  railroads.  On  the  order  of  the  federal  court  the 
sheriffs  were  arrested  and  fined  for  contempt  of  court, 
and  imprisoned  until  the  fines  should  be  paid.  On  ap- 
plication for  a  writ  of  habeas  corpus  the  Supreme  Court 

1  Cutting  V.  Fla.  Ry.  &  Nav.  Co.,  43  F'ed.  Rep.,  747. 

^  The  facts  of  the  case  are  detailed  at  length,  and  the  general  subject 
of  receiverships  is  discussed  in  a  memorial  of  the  Legislature  of  South 
Carolina  to  the  Congress  of  the  United  States,  published  in  28  Ameri- 
can Law  Review,  161-195  ;  see  also  the  Supreme  Court's  decision,  In 
re  Tyler,  149  U.  S.,  164. 
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of  the  United  States  sustained  the  Circuit  Court  in  com- 
mitting the  sheriffs  for  contempt.  But  the  decision  of 
the  Supreme  Court  declared  that  property  in  the  hands 
of  a  receiver  "  is  not  thereby  rendered  exempt  from  the 
imposition  of  taxes  by  the  government  within  whose 
jurisdiction  the  property  is,  and  the  lien  of  the  taxes  is 
superior  to  all  other  liens  whatsoever ;  "  and  that  it  is 
"  the  imperative  duty  of  the  court  to  recognize  as  par- 
amount, and  to  enforce  with  promptness  and  vigor,  the 
just  claims  of  the  authorities  for  the  prescribed  contribu- 
tion to  the  State  and  municipal  revenues,  and  when  con- 
troversies arise  as  to  the  legality  of  the  tax  claims,  there 
ought  to  be  no  serious  difficulty  in  adjusting  such  con- 
troversies upon  proper  suggestion."  Unfortunately, 
however,  the  State  of  South  Carolina,  under  the  decision, 
has  no  means  of  holding  the  court  to  its  "  imperative 
duty,"  ^  and  the  receivers  were,  for  a  long  time,  sustained 
by  the  Circuit  Court  in  their  refusal  to  pay  taxes,  simply 
because  the  State  had  at  its  command  no  adequate  means 
to  compel  payment." 

The  same  court  also  instructed  its  receivers  to  ignore 
the  dispensary  law  of  South  Carolina,  and  transport  spir- 
ituous liquors  in  defiance  of  that  law.^  Certain  State 
constables  were  indiscreet  enough  to  seize  without  a 
warrant  some  liquors  which  were  being  transported  in 

^  "  Property  iu  the  hands  of  a  receiver  of  a  federal  court  cannot  be 
reached  by  proceedings  for  the  collection  of  state  taxes,  without  the 
consent  of  such  court."  In  re  Tyler,  13  Supreme  Court,  785  ;  149 
United  States,  164  ;  Oakes  et  al.  v.  Myers,  68  Fed.  Rep.,  807. 

''■  A  settlement  was  finally  made  in  regard  to  the  taxes,  and  the 
roads  have  been  put  into  the  hands  of  the  corporations  which  pur- 
chased them  at  the  foreclosure  sales. 

^  The  facts  of  this  case  are  also  detailed  in  the  memorial  to  which 
reference  was  made  above,  note  2,  page  138. 
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violation  of  the  law,  and  thus  put  themselves  in  a  posi- 
tion where  their  conduct  could  not  be  sustained  on  ap- 
peal to  the  Supreme  Court  of  the  United  States.  But 
the  receivers,  in  their  general  policy  of  lawlessness,  have 
attempted  no  justification  of  themselves,  but  have  simply- 
relied  on  the  fact  that  defects  in  our  laws  enable  federal 
judges,  who  are  so  disposed,  to  be  effective  shields  to  pre- 
vent certain  criminals  being  brought  to  justice  by  the 
State. 


CHAPTER  IV. 

THE    FUTURE   OF    RAILROAD    RECEIVERSHIPS. 

In  considering  suggestions  for  alleviating  the  evils  of 
receiverships,  certain  fundamental  facts  must  be  kept  in 
mind  which  are  commonly  overlooked  in  discussion  of 
these  matters.  In  the  first  place  the  railroad  system  of 
the  United  States  is  already  for  the  most  part  constructed. 
The  railroad  mileage  of  the  United  States  is  nearly  as 
great  as  that  of  all  the  rest  of  the  world  combined.  Sev- 
eral States  of  the  United  States  have  even  more  miles  of 
railroad  in  proportion  to  their  area  than  the  best-supplied 
countries  of  Europe.  It  would  therefore  seem  perfectly 
obvious  that  many  suggestions  which  might  be  of  great 
value  to  a  country  just  entering  upon  an  era  of  railroad 
development,  would  be  quite  impracticable  for  the  United 
States.  Our  railroad  system  has  developed  in  many  re- 
spects very  differently  from  what  might  have  been  de- 
sired, but  it  has  been  built,  and  it  cannot  now  be  torn  up 
and  built  over  again.  The  problem  is,  how  to  make  the 
best  of  what  we  have. 

In  the  second  place,  a  very  large  number  of  the  rail- 
roads of  the  country  are  subject  to  financial  limitations 
of  such  a  sort  that  those  who  have  charge  of  them  find 
it  impossible  to  adopt  some  expedients  which  have  proved 
useful  elsewhere.  Investors  have  formed  certain  habits, 
which,  however  irrational,  cannot  be  instantly  changed 
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by  reformers,  but  are  at  best  subject  only  to  gradual 
modification. 

In  the  third  place,  little  is  g-ained  by  suggesting  a 
complex  and  complicated  scheme  of  reform,  since  such  a 
plan  involves  too  great  a  risk  of  total  failure.  The  only 
direction  in  which  improvement  can  be  expected  is 
through  simple  modifications  which  can  be  made  with 
comparative  ease,  and  modifications  so  little  dependent 
upon  one  another  that  some  may  be  abandoned,  if  found 
impracticable,  without  the  necessity  of  abandoning  all. 
In  formulating  a  new  plan,  organic  connection  between 
all  the  parts  is  very  desirable,  but  the  case  is  very  differ- 
ent with  proposals  for  modifying  an  old  structure.  Plans 
most  likely  to  prove  practicable  must  depend  largely  on 
fosterinof  and  stimulating  desirable  tendencies  which 
have  already  begun  to  manifest  themselves,  and  check- 
ing or  diverting  tendencies  which  plainly  aggravate  the 
difficulty.  Discovery  must  play  a  much  more  important 
part  than  invention. 

To  begin  with,  the  evils  of  receiverships  may  best 
be  avoided  by  removing  tlie  causes  of  receiverships. 
In  so  far  as  railroads  are  hampered  by  legal  restrictions 
to  prevent  consolidation,  they  should  be  relieved  by  the 
repeal  of  such  laws.  More  effective  means  must  be 
found  to  prevent  destructive  rate  wars ;  and  to  this  end 
the  Interstate  Commerce  Commission  might  well  be 
empowered  to  prescribe  minimum  rates  between  com- 
petitive points.  If  the  intention  of  the  law  to  authorize 
the  Commission  to  limit  maximum  rates  could  be  made 
clear  beyond  question,  the   chief  objection  to  legalized 
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pooling  would  disappear.  Legal  suppression  of  "  ticket- 
scalping"  would  be  a  distinct  advantage  if  the  law  could 
prevent  railroad  companies  themselves  from  supplying 
scalpers  with  quantities  of  tickets  at  "  cut"  rates. 

The  public  policy  which  has  encouraged  the  building 
of  needless  railroads,  and  so  dividing  up  the  traffic  as  to 
make  it  unprofitable  even  at  high  rates,  may  well  be  re- 
versed. Instead  of  donating  land-grants,  right  of  w^ay, 
depot-grounds  and  bonds  to  companies  proposing  to 
build  new  railroads,  most  of  the  States  might  better  re- 
fuse them  charters  altogether,  unless  it  can  be  clearly 
shovfrn  that  the  new  railroad  has  a  reasonable  prospect 
of  developing  enough  new  business  to  make  it  profitable. 

But  after  all  has  been  done  the  fact  still  remains  that 
much  of  the  cause  of  receiverships  lies  in  the  past  and 
cannot  now  be  undone.  When  the  building  of  a  fac- 
tory proves  a  mistaken  venture,  the  factory  is  transformed 
into  something  else  or  allowed  to  fall  into  decay,  but  a 
railroad  once  built  and  equipped  can  almost  always  be 
made  to  earn  something,  and  consequently  few  railroads 
are  ever  abandoned  ;  the  most  luckless  ventures  still  re- 
main to  complicate  the  problem.  The  excessive  build- 
ing of  railroads  has  permanently  lessened  the  earning 
capacity  of  railroads  generally.  Foreclosure  and  re- 
organization are  often  only  the  necessary  recognition  of 
this  unpleasant  fact. 

So  after  every  means  has  been  taken  to  reduce  to  a 
minimum  the  occasions  for  receiverships,  there  will  still 
remain  the  necessity  for  a  somewhat  frequent  resort  to 
this  procedure.     It  is  important,  therefore,  that  a  pro- 
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ceeding  to  which  such  frequent  recourse  must  be  made, 
be  adapted  as  perfectly  as  possible  to  the  ends  which  it 
is  intended  to  subserve. 

One  of  the  most  urgent  needs  is  for  the  codification  of 
the  law  of  receiverships  as  applied  to  railroad  corpora- 
tions. This  could  be  accomplished  with  comparative 
ease  at  least  with  the  federal  law,  and  it  is  the  federal 
law  which  is  of  most  consequence  in  this  matter.'  A 
few  years  ago  a  codification  would  have  been  premature. 
It  might  have  prevented  some  abuses,  but  the  system 
would  have  lacked  flexibility,  and  thus  have  given  rise 
to  other  evils  quite  as  deplorable.  While  the  idea  of 
the  receivership  as  applied  to  the  modern  railroad  was 
in  the  earlier  stages  of  its  development,  it  was  well  to 
allow  the  utmost  latitude  to  the  courts,  in  order  that  the 
law  might  come  to  be  the  outgrowth  of  practical  experi- 
ence rather  than  a  creation  on  a  theoretical  basis.  But 
the  last  half  century  has  seen  the  growth  of  a  mass  of 
decisions  covering  pretty  fully  the  chief  points  which 
have  risen  and  are  likely  to  arise  in  the  handling  of  re- 
ceiverships. Doubtless  some  wholly  new  questions  will 
arise  in  the  future,  but  they  will  be  apt  to  be  connected 
with  new  phases  of  railroad  development  which  cannot 
be  readily  anticipated,  and  latitude  could  still  be  left  to 
judicial  interpretation  to  meet  such  cases. 

The  decisions  to  which  reference  has  been  made  are 
to  some  extent  conflicting,  since  comparatively  few  have 

1  B}'  reason  of  the  bondholders,  at  whose  suit  a  receivership  is  com- 
monly instituted,  often  being  citizens  of  other  States  than  the  ones  in 
which  the  railroads  are  incorporated,  the  suits  are  more  apt  to  be 
prosecuted  in  the  federal  than  in  the  State  courts. 
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come  from  the  final  court.  In  some  instances  it  is  of  less 
consequence  which  decision  is  accepted  than  that  there 
be  certainty  and  uniformity.  This  there  cannot  be 
until  the  Supreme  Court  passes  upon  the  points  or  they 
are  fixed  by  statute.  In  other  cases  of  conflict  the  pre- 
ferable one  is  not  difficult  to  select.  Some  of  the  worst 
abuses  of  the  receivership  ^  have  been  in  direct  violation 
of  the  principles  of  the  common  law,  but  judges  who  are 
so  disposed  can  violate  these  principles  with  impunity 
so  long  as  they  are  not  restrained  by  statute  or  by 
specific  declarations  of  the  Supreme  Court. 

To  some  extent,  however,  these  decisions  have  dis- 
closed certain  tendencies  which  need  to  be  checked  by 
law,  or  defects  which  ought  to  be  remedied. 

I.  The  law  should  limit  rigidly  the  causes  for  which 
a  receiver  may  be  appointed,  and  should  require  the 
applicant  to  show  conclusively  that  causes  exist.  A  re- 
ceiver should  be  appointed  only  upon  reasonable  proof 
that  such  action  is  the  only  practicable  way  to  prevent 
definite  injury  to  the  interests  of  the  petitioner;  and  it 
should  be  demonstrated  that  this  injury  is  clearly  in  the 
nature  of  an  injustice,  not,  for  example,  such  injury  as 
might  accrue  to  a  bondholder  by  reason  of  the  execution 
of  a  judgment  legally  obtained.  If  the  appointment  is 
made  immediately,  it  should  be  temporary,  to  last  only 
until  all  interests  involved  have  had  an  opportunity  to 
be  heard.  The  law  should  specify  who  may  petition  for 
a  receiver,  and  should  especially  prevent  the  possibility 

^  Such,  for  example,  as  the  practice  of  appointing  interested  parties 
as  receivers.     See  above,  pages  98-100. 
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of    a    "friendly    receivership"     being   secnred     by    the 
officials  to  strengthen  and  perpetuate  their  own  power. 

2.  The  law  should  limit  the  duration  of  the  receiver- 
ship, by  prescribing  conditions  on  the  fulfillment  of 
which  the  receivership  must  be  terminated,  leaving  to 
the  discretion  of  the  court  an  earlier  termination  where 
practicable. 

3.  Suitable  means  should  be  taken  to  secure  the  ap- 
pointment of  a  proper  person  as  receiver.  The  election 
of  a  receiver  by  the  bondholders  has  been  advocated. 
There  are  excellent  reasons  and  weighty  authorities^  in 
favor  of  such  a  plan.  Possible  weaknesses  may  be  in 
the  conceivable  contingency  of  a  failure  of  a  majority 
of  the  creditors  to  agree  on  a  receiver,  and  still  more  in 
the  fact  that  it  seems  hardly  in  accordance  with  the  fun- 
damental idea  of  the  receiver  as  a  disinterested  party 
and  not  a  representative  of  a  single  class  of  interests  ; 
for  unlike  an  ordinary  case  of  insolvency,  a  railroad 
case  involves  not  simply  two  classes,  a  debtor  company 
on  one  hand,  and  a  body  of  creditors  on  the  other,  but  a 
complex  of  very  varied  interests  not  by  any  means 
identical.  But  if  the  appointment  is  still  left  to  the 
court,  the  naming  of  an  officer  or  stockholder  of  the 
company  should  be  definitely  forbidden.  The  difficulty 
of  procuring  competent  persons  can  hardly  be  urged  in 
good  faith  against  such  a  prohibition,  especially  while 
the  customary  liberality  in  the  way  of  remuneration  is 
continued. 

^  See  President  Moorfield  Story's  address  at  the  Convention  of  the 
American  Bar  Association,  Aug.  1896,  36  Railway  Review,  467. 


The  Fiiture  of  Railroad  Receiverships.  147 

4.  The  powers  and  duties  of  receivers  should  be  de- 
fined as  closely  as  possible.  It  is  probably  necessary  to 
allow  considerable  latitude  to  the  receiver,  but  the  ten- 
dency is  to  allow  him  almost  unrestricted  power.  The 
necessity  for  permitting  a  receiver  to  build  new  railroads, 
if  it  ever  existed,  has  certainly  passed  away.  In  a  few 
cases,  where  the  earning  of  a  valuable  land-grant 
hinged  on  the  completion  of  a  road  by  a  certain  date, 
it  might  seem  an  unnecessary  hardship  to  require  con- 
struction to  stop  as  soon  as  a  receiver  is  appointed.  But 
with  the  discontinuance  of  land-grants  this  excuse  has 
disappeared. 

Particularly  should  the  power  of  receivers,  under  direc- 
tion of  the  court,  to  issue  receivers'  certificates  which 
constitute  a  first  lien  on  the  railroad,  be  limited  to  such 
emergencies  as  necessitate  their  issue  in  order  to  prevent 
serious  injury  to  the  property.  By  all  means  the  issue 
of  receivers'  certificates  for  building  new  lines  of  rail- 
road, branches  or  extensions,  should  be  forbidden.  If 
funds  for  these  purposes  cannot  be  raised  by  other  means, 
there  is  little  likelihood  that  the  enterprise  ever  will 
prove  productive,  and  neither  the  public  nor  investors 
will  be  benefited  by  increasing  the  mileage  of  unprofit- 
able roads.  Indeed  it  is  a  question  whether  receivers' 
certificates  should  ever  be  allowed  priority  to  the  claims 
of  any  class  of  creditors  who  do  not  assent  to  their  issue, 
unless  absolutely  necessary  in  order  to  pay  taxes,  or  wages 
or  other  operating  expenses  in  the  narrowest  sense  of  the 
term.  And  issue  of  certificates  for  these  purposes  should 
be  permitted  only  as  a  temporary  expedient.     If,  in  spite 
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of  rigid  economy,  the  operating  expenses  exceed  the  in- 
come for  a  protracted  period,  the  road  must  ultimately 
be  abandoned  anywa}',  and  its  operation  may  as  well  be 
suspended  sooner  as  later. 

The  law  should  totally  abolish  certain  privileges  and 
prerogatives  which  have  come  to  attach  to  the  receiver, 
not  from  considerations  of  equity  or  public  policy,  but 
because  of  the  supposed  sacred ness  of  his  person  as  the 
representative  of  the  court.  While,  to  avoid  needless 
complications,  it  may  be  preferable  for  the  court  which 
appoints  a  receiver,  to  retain  some  control  of  suits 
brought  against  the  receiver,  every  facility  ought  to  be 
offered  to  those  who  have  causes  for  suits,  to  prosecute 
them  as  readily  as  if  they  were  brought  against  private 
individuals  or  corporations.  The  receiver  should  be  just 
as  amenable  to  the  State  law  and  as  much  within  reach 
of  suitable  legal  processes  as  other  persons.  The  notion 
of  a  receiver  as  being  elevated  above  all  law  and  subject 
only  to  the  caprice  of  a  court,  is  intolerable. 

The  law  should  accurately  define  preferential  debts,* 

^  The  reasons  for  giving  certain  obligations  priority  of  claim  over 
the  mortgages,  are  shown  fully  by  Judge  Hanford  of  the  federal  court 
for  the  Oregon  district  in  Farmers'  Loan  &  Trust  Co.  v.  N.  Pac.  R.  Co. 
(71  Fed.  Rep.,  245).  He  saj^s  :  "  A  railroad  is  a  public  highway,  de- 
signed for  public  use.  A  corporation  owning  it  enjoys  a  franchise 
which  makes  it  in  a  measure  a  public  servant,  obligated  to  serve  the 
public  by  keeping  the  road  in  operation.  Railroads  cannot  be  oper- 
ated without  incurring  expense  and  liabilities  for  injuries  accidentally 
inflicted.  The  laws  of  the  country  require  that  expenses  in  operating 
railroads,  and  liabilities  arising  from  injuries  committed  in  operation 
thereof  shall  be  paid  ;  and  he  who  takes  a  mortgage  on  a  railroad  does 
so  with  the  knowledge  that  the  railroad  must  be  operated,  and  that  its 
earnings  must,  so  far  as  necessary,  be  absorbed  in  the   payment  of 
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and  not  permit  the  revenues  of  the  railroad  to  be  diverted 
to  any  other  objects  than  those  specified.  The  law  should 
also  fix  the  time  that  must  elapse  before  claims  accruing 
prior  to  the  receivership  can  be  outlawed,  as  well  as 
claims  against  the  receiver,  aud  should  uot  permit  a 
court  arbitrarily  to  annul  such  claims  wheu  only  a  few 
months  old.  It  is  somevv^hat  singular  that  while  a  "  sov- 
ereign state  "  is  forbidden  to  make  any  law  impairing 
the  obligation  of  a  contract,  this  prerogative  should  be 
exercised  freely  by  federal  judges  at  their  unlimited  dis- 
cretion without  any  specific  authority  of  law  whatever. 

5.  The  jurisdiction  of  different  courts  in  receivership 
cases  needs  to  be  established  clearly  by  statute.  The 
infrequenc}'  with  which  the  affairs  of  important  rail- 
roads are  confined  to  a  single  judicial  district,  make  this  a 
matter  of  considerable  importance.  The  need  of  legis- 
lative remedy  was  urged  in  the  annual  report  of  the 
attorney-general  of  the  United  States  for  1895.^     After  a 

operating  expenses,  and  discharging  the  burdens  which  the  law  places 
upon  such  property."  vSee  also  Fosdick  v.  Schall,  99  U.  S  ,  235, 
quoted  above,  p.  127. 

'  "The  Northern  Pacific  litigation  has  called  attention  in  a  striking 
way  to  the  necessity  which  has  long  existed  of  legislation  to  regulate 
the  appointment  of  receivers  and  judicial  sales  of  railroads,  parts 
of  whose  lines  are  in  different  circuits.  Public,  as  well  as  pri- 
vate, interests  require  the  preservation  of  the  unity  of  such  lines  in 
their  management  pending  the  foreclosure,  and  in  their  sale.  This 
can  now  be  accomplished  only  by  harmony  of  action  among  the 
courts  of  the  various  circuits,  but  the  appointment  of  receiveis  and 
the  repetition  of  orders  in  each  circuit  cause  a  multiplication  of  trouble 
and  expense  which  can  well  be  avoided.  When,  however,  the  differ- 
ent courts  refuse  to  cooperate,  not  only  are  public  and  private  inter- 
ests in  the  property  imperilled  and  costs  more  greatly  multiplied,  but 
there  is  constant  risk  of  scandal  from  which  the  administration  of  jus- 
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good  deal  of  wrangling  and  expense,  the  question  of 
jurisdiction  is  usually  settled  by  some  sort  of  comity, 
but  an  authoritative  settlement  in  advance  of  the  exact 
relation  of  the  different  courts  to  the  matter,  would  be 
of  great  advantage.'  The  question  involves  no  very 
serious  difficulty.  It  does  not  so  much  matter  what  de- 
cision is  reached,  as  that  a  clear  and  explicit  rule  be 
adopted.  It  is  especially  unfortunate  that  now  there  is 
no  single  court  of  final  appeal  in  cases  of  railroad  receiv- 
erships. "  By  section  6  of  the  act  of  Congress  creating 
the  Circuit  Court  of  i\ppeals,  approved  March  3,  1891, 
litigants  in  this  class  of  cases  are  deprived  of  the  right 
of  appeal  to  the  Supreme  Court  of  the  United  States, 
since  in  such  cases  the  original  jurisdiction  of  the  cir- 
cuit courts  is  ordinarily  dependent  solely  upon  the  di- 
verse citizenship  of  the  parties,  and  the  judgment  of  the 
Circuit  Court  of  Appeals  is  made  final,  unless  that  court 
shall  see  fit  to  certify  to  the  Supreme  Court  questions  of 
law  upon  which  it  desires  the  instruction  of  that  court. 
As  the  result  of  this  unfortunate  legislation,  nine  differ- 
ent courts  of  appeal  now  exist  which  are  thus,  m  effect, 
made  courts  of  last  resort  in  the  most  important  litiga- 

tice  should  be  kept  free.  There  seems  to  be  a  general  demand  for 
relief.  It  can  readily  be  afforded  by  providing  that  suits  to  foreclose 
mortgages  or  appoint  receivers  of  such  railroads  shall  be  brought  in 
the  circuit  where  the  principal  operating  offices  are,  or  in  the  circuit 
in  vphich  the  chief  terminals  are  situated,  or  in  that  containing  the 
greatest  length  of  track,  or  full  jurisdiction  might  be  given  to  the 
court  in  which  suit  is  first  brought."  At  the  beginning  of  the  receiver- 
ship the  Northern  Pacific  Railroad  operated  lines  in  the  territory  of 
eight  federal  judicial  districts  in  three  different  circuits,  besides  hold- 
ing property  in  a  district  of  still  another  circuit. 
^  See  also  the  suggestion  made  below,  page  154. 
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tions  which  come  before  the  federal  courts.  Uncer- 
tainty and  want  of  harmony  in  the  decisions  of  these 
courts  must  necessarily  result  from  this  system."^ 

So  far  these  suggestions  do  not  introduce  any  innova- 
tions. They  are,  in  fact,  quite  in  harmony  with  the 
best  practice  of  the  courts  at  present.  It  is  proposed 
not  so  much  to  change  the  nature  of  the  procedure  as 
to  bring  the  practice  of  all  up  to  the  standard  set  by 
the  best.  They  differ  from  some  suggestions  made  \>y 
eminent  lawyers  and  railroad  managers  not  so  much  in 
their  matter  as  in  the  proposal  to  bring  the  courts  up  to 
this  standard  by  legal  compulsion  rather  than  to  be 
content  with  simple  exhortation.  Efforts  have  been  in- 
deed made  to  accomplish  some  of  these  changes  by 
legislation,"  though  they  have  aimed  rather  to  cure  cer- 

^  High,  Treatise  on  the  Law  of  Receivers,  3d  edition,  (Chicago, 
1894),    Preface. 

^  The  House  of  Representatives,  July  20,  1S94,  passed  a  Inll  (H.  R. 
6284,  53d  Cong  ,  2d  Session )  to  prevent  interference  in  the  collection 
of  State,  county  and  municipal  taxes  assessed  against  corporations  in 
the  hands  of  receivers,  but  it  failed  of  consideration  in  the  Senate.  In 
the  54tli  Congress,  bills  were  introduced  in  the  House  and  referred  to 
the  Judiciary  Committee,  to  define  the  liabilities  of  receivers  or  man- 
agers of  railroads  or  other  property  appointed  b}'  the  United  States 
courts,  to  prescribe  where  and  how  they  can  be  sued  and  served,  etc., 
(H.  R.  1966)  ;  relating  to  the  appointment  of  receivers  for  and  the  re- 
organization of  insolvent  railroad  corporations  (H.  R.  8895)  ;  also  one 
(H.  R.  4)  which  was  referred  to  the  Committee  on  Commerce,  making 
ineligible  fur  appointment  as  assignee  or  receiver,  officers,  etc  ,  of  cor- 
porations engaged  in  interstate  commerce.  None  of  these  were  re- 
ported. On  March  24,  1896,  the  House  passed  a  l)iil  (H.  R.  325) 
providing  that  United  States  railroad  corporations  shall,  for  purposes 
of  jurisdiction,  be  deemed  citizens  of  the  respective  States  into  which 
their  lines  of  railway  may  extend.  The  bill  <lied  in  the  Senate  Judi- 
ciary Committee.     Bills  were  introduced  in  the  Senate  and  referred  to 
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tain  defects  by  piecemeal,  than  to  bring  the  whole  sys- 
tem   of    receiverships  into    harmony  witli    modern   re- , 
quirements. 

This  suggestion  for  a  codification  of  the  law,  if 
adopted,  would  tend  materially  to  reduce  the  number  of 
receiverships.  A  limiting  of  the  number  of  causes  for 
which  receivers  could  be  appointed  would  lead  to  the 
denial  of  a  larger  proportion  of  the  petitions  for  re- 
ceiverships. K  prompter  closing  up  of  receiverships 
would  leave  a  smaller  number  in  effect  at  any  time.  If 
interested  parties  could  not  be  appointed  as  receivers, 
the  instigating  motive  which  prompts  too  many  applica- 
tions for  receiverships  would  be  entirely  removed  ;  and 
a  closer  limitation  of  the  powers  of  the  receiver  would 
operate  to  some  extent  in  the  same  way.  For  while 
other  causes  have  contributed  powerfully  to  increase  the 
number  of  receiverships  in  recent  years,  there  can  be 
no  doubt  that  the  loose  practice  of  the  courts  has  led  to 
much  greater  readiness  to  aJ3ply  for  a  receivership,  at 
the  same  time  that  an  undue  share  of  the  petitions  were 
granted. 

the  Judiciary  Committee  to  declare  jurisdiction  of  United  States  courts 
in  suits  for  foreclosure  of  railroad  mortgages  or  enforcing  any  lien 
against,  running  through  two  or  more  districts  or  circuits  (S.  1255)  ; 
and  one  (S.  331)  providing  that  no  person  shall  be  eligible  as  assignee 
or  receiver  of  a  bankrupt  corporation  engaged  in  interstate  commerce 
who  shall  have  been  a  director,  officer  or  employee  of  such  corporation 
at  any  time  during  the  three  years  next  preceding  such  bankruptcy. 
The  former  was  not  reported  at  all  and  the  latter  was  reported  ad- 
versely. Two  of  the  House  bills  mentioned  above  (H.  R.  1966  and 
8895)  have  been  reintroduced  in  the  55th  Congress  and  referred  to  the 
House  Judiciary  Committee  (as  H.  R.  1584  and  63  respectively),  which 
also  has  charge  of  another  (H.  R.  436),  to  amend  the  judiciary  act  of 
August  13,  1888. 
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And  while  nevertheless  receiverships  will  doubtless 
continue  to  be  numerous  for  some  years  to  come,  a  codi- 
fication of  the  law  along  the  lines  suggested,  would  go 
a  great  ways  toward  eliminating  at  least  the  more  obvi- 
ous of  the  evils  of  such  receiverships  as  should  still  be 
necessary. 

There  is  still  one  other  direction  in  which  it  is  w^orth 
considering  whether  an  important  reform  might  not  be 
accomplished.  One  naturally  hesitates  to  suggest  what 
may  at  first  thought  seem  to  complicate  still  further  the 
machinery  of  the  judiciary.  It  occasionally  happens, 
however,  that  when  new  functions  are  necessary,  it  may 
really  simplify  matters  for  a  new  organ  to  be  developed. 
Whatever  objections  may  be  discovered,  there  are  strong 
considerations  to  be  found  in  favor  of  the  establishment 
of  a  federal  bureau  or  commission  charged  with  judicial 
powers,  to  have  exclusive  charge  of  such  railroad  re- 
ceiverships as  might  be  brought  under  federal  jurisdic- 
tion. On  the  side  of  the  interest  of  the  railroad  proper- 
ties, several  things  may  be  said  in  favor  of  a  complete 
separation  of  these  cases  from  the  circuit  courts.^ 

^  Since  these  paragraphs  were  written  the  following  editorial  has 
been  noticed  in  the  Atnericaji  Law  Review  for  April-May  1896  : 
"  The  manner  of  dealing  with  insolvent  railways  is  a  very  large  ques- 
tion, manifestly  too  large  for  Stale  action,  except  in  the  case  of  rail- 
ways which  lie  wholly  within  the  limits  of  a  single  State.  We  have 
half  a  notion  that  the  best  way  to  deal  with  it  would  be  for  Congress 
to  clothe  the  Interstate  Commerce  Commission  with  judicial  powers, 
constituting  it  a  sort  of  railway  court  of  bankruptcy,  under  such  safe- 
guards as  should  maintain,  on  the  one  hand,  the  right  of  the  public  to 
have  the  insolvent  interstate  railroad  safely  operated,  and  such  as 
should,  on  the  other  hand,  conserve,  as  far  as  possible,  the  rights  of 
creditors  according  to  their  respective  priorities."     30  American  Law 
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1.  All  conflicts  of  jurisdiction  in  receivership  cases 
between  different  federal  courts  would  be  at  once  obvi- 
ated by  taking  all  sucli  business  out  of  their  hands ; 
while  there  would  never  be  the  slightest  occasion  for 
dividing  up  a  single  railroad  system  into  several  receiv- 
erships, because  of  its  lines  happening  to  lie  in  different 
States. 

2.  A  body  devoted  exclusively  to  the  consideration  of 
railroad  receiverships,  could  handle  the  business  much 
more  expeditiously  than  a  court  which  is  obliged  to 
carry  on  its  docket  every  sort  of  case  in  civil  and  crim- 
inal law  and  equity. 

3.  A  very  large  share  of  the  work  of  a  court  in  the 
matter  of  railroad  receiverships  is  not  judicial  but  ad- 
ministrative in  its  character.  The  formation  of  a  separ- 
ate court  or  commission  would  make  it  feasible  to  put  it 
in  the  hands  of  men  chosen  for  their  peculiar  fitness  for 
this  special  work  in  a  way  which  is  hardly  possible  for 
the  judges  of  the  courts  in  general.  The  experience 
which  could  be  gained  in  such  a  position,  too,  would 
soon  develop  capacity  for  dealing  with  this  kind  of  busi- 
ness which  could  not  be  expected  of  the  judges  of  the 
circuit  courts. 

4.  While  comparatively  of  less  consequence  it  may  be 
worth  mentioning  that  much  could  be  gained  in  the  way 
of  harmonious  cooperation  in  management  if  all  the  rail- 
road receiverships  of  the  country  were  under  the  direc- 
tion of  a  single  court.     In  times  when  a  large  percent- 

Review,  260.  The  suggestion  in  the  text  would  obviate  the  objection 
which  would  naturally  occur  to  one  against  adding  so  materially  to 
the  work  of  a  commission  whose  docket  is  already  overcrowded. 
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age  of  our  railroad  S5^stem  is  in  receiverships,  this  con- 
sideration might  be  of  some  importance. 

5.  The  concentration  of  this  business  would  bring  it 
much  more  clearly  before  the  public,  and  for  this  reason 
alone  would  have  a  powerful  tendency  to  rid  it  of  many 
of  the  corrupt  or  at  least  questionable  practices  which 
have  too  often  characterized  receiverships.  Many  among 
the  numerous  judges  scattered  over  the  country  may 
safely  risk  incurring  the  odium  attaching  to  favoritism 
in  the  appointment  of  receivers  and  a  mild  degree  of 
corruption  in  the  operation  of  the  property,  especially 
when  only  a  very  small  fraction  of  the  public  is  suffi- 
ciently informed  to  be  able  to  fix  the  responsibility  on 
any  individual  judge.  But  no  bench  could  withstand 
the  concentrated  force  of  public  opinion  which  would 
be  directed  in  criticism  against  it  in  the  event  of  such 
practices  being  continued,  if  this  court  was  generally 
known  to  have  practically  all  the  receivership  business 
of  the  country  in  its  hands. 

6.  Together  with  its  effect  in  compelling  a  higher 
standard  of  appointments,  the  concentration  of  the  work 
of  receiverships  would  bring  within  reach  of  such  a  court 
a  greater  range  of  choice  of  available  men  for  receivers 
than  is  accessible  to  the  judge  of  a  single  sectional  court, 
who  has  only  now  and  then  an  occasion  to  appoint  a  re- 
ceiver. When  a  court  having  all  the  railroad  receiver- 
ship business  in  its  hands  had  found  a  man  efficient  as  a 
receiver,  there  is  no  reason  why  he  should  not,  after  com- 
pleting his  work,  be  appointed  to  the  next  important 
receivership  established  by  the  court.     In  a  short  time 
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an  exceptionally  skilled  body  of  men  would  be  at  hand, 
the  new  ones  being  first  put  in  charge  of  only  the  least 
important  roads,  and  when  a  receivership  became  neces- 
sary for  a  great  system,  only  men  of  great  experience  as 
receivers  and  who  had  proved  their  efficiency  and  integ- 
rity by  3'ears  of  successful  service  need  be  considered  as 
possible  candidates  for  appointment.  It  is  too  palpable 
to  require  any  demonstration  that  such  an  arrangement 
would  greatly  increase  the  percentage  of  receiverships 
which  would  reach  a  close  satisfactory  both  to  the  par- 
ties directly  concerned  and  to  the  public  as  well. 

Such  a  court  ought  not  to  be  established  to  meet  a 
temporary  emergency.  For  reasons  already  pointed  out, 
however,  there  is  no  room  to  doubt  that  its  docket  would 
be  well  filled  for  some  years  to  come.  The  legal  details 
of  the  plan  could  be  carried  out  without  any  severe  strain 
on  the  legal  talents  of  the  law-making  power.  If  it 
were  desirable  to  reduce  the  judicial  powers  of  the  court 
to  a  minimum,  so  as  to  restrict  its  work  to  administra- 
tion as  far  as  possible,  it  could  be  so  arranged  that  a  re- 
ceiver could  be  sued  in  any  court  in  which  the  railroad 
company  itself  could  be  sued,  or  if  this  were  deemed  im- 
practicable, arrangements  could  be  made  for  periodical 
sittings  of  the  court  in  different  parts  of  the  country 
where  it  would  be  accessible  to  suitors.  The  court  could 
be  brought  into  harmony  with  the  judicial  system  of  the 
country  by  providing  for  appeals  on  points  of  law  to  the 
Supreme  Court  of  the  United  States. 

A  withdrawal  of  the  business  of  railroad  receiverships 
from  the  ordinary  courts  and  a  concentration  of  them  in 
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a  bureau  arranged  purposely  to  meet  the  peculiar  needs 
of  business  of  this  sort,  would  make  it  possible  for  receiv- 
erships to  be  managed  in  a  much  better  way  than  can 
be  done  under  present  arrangements.  At  the  same  time 
it  would  be  a  great  relief  to  the  courts,  for  they  are  be- 
ing crowded  with  the  growing  volume  of  receivership 
cases,  which  require  a  share  of  the  courts'  attention  quite 
out  of  proportion  to  the  importance  of  the  business,  im- 
portant as  it  is ;  and  their  withdrawal  would  also  take 
from  the  courts  a  patronage  which  has  in  some  cases 
proved  likely  to  become  a  serious  menace  to  their  in- 
tegrity. 


APPENDIX 
ON  THE  SOURCES  OF   INFORMATION. 

The  Railway  Age  (Chicago)  publishes  annually,  since  1884,  lists  of 
railroads  for  which  receivers  were  appointed  the  preceding  year. 
Similar  lists  were  also  published  for  the  years  1876-9.  These  lists 
have  been  reprinted  in  other  periodicals.  They  give  the  mileage  of 
each  road  named,  and  the  amount  of  its  capital  stock  and  funded 
debt.  The  figures  are  subject  to  more  or  less  correction,  especially  as 
regards  mileage.  (See  also  above,  note  2,  page  67).  The  lists  are  not 
quite  complete,  and  include  some  roads  which  should  be  omitted. 
The  summaries  reprinted  year  after  year  do  not  seem  to  have  been 
corrected.  The  Railway  Age  of  15  Dec.  1893,  gives  a  nearly  com- 
plete list  of  the  railroads  which  were  in  the  hands  of  receivers  at  that 
date. 

Poor's  Manual  of  Railroads  for  1884  gives  (page  1009)  a  list  of  rail- 
roads placed  in  the  hands  of  receivers  during  the  first  six  months  of 
1884,  and  the  names  of  the  receivers. 

Poor's  Manual  of  Railroads  for  1S86  gives  a  list  of  roads  for  which 
receivers  were  appointed  in  18S5,  with,  in  some  instances,  the  exact 
date  of  the  appointment,  the  number  of  miles  owned,  and  the  amount 
of  stock,  bonds  and  debt.  An  accident  to  the  printer's  form,  however, 
pushed  the  dates  just  far  enough  out  of  line  to  destroy  their  value. 
In  some  other  respects  the  list  is  not  entirely  correct. 

Poor's  Directory  of  Railwa}'^  OflBcials,  published  separately  from  the 
Manual,  beginning  with  1886,  gives,  in  the  case  of  railroads  in  the 
hands  of  receivers,  the  name  and  address  of  the  receiver.  The  same 
is  true  of  Ashcroft's  Railway  Director}'  for  1862  (New  York,  1862), 
though  "owing  to  the  unhappy  state  of  the  country"  the  directory 
is  not  altogether  complete. 

The  Interstate  Commerce  Commission's  Seventh,  Eighth  and  Ninth 
Annual  Reports  of  the  Statistician  contain  nearly  complete  lists  of  rail- 
roads which  were  in  the  hands  of  receivers  at  the  dates  of  the  reports^ 
June  30,  1894,  1895  and  1896.  The  lists  give  the  exact  official  title  of 
each  road,  and  also,  in  the  case  of  subsidiary  roads,  of  the  controlling 
company,  the  number  of  miles  owned,  the  number  of  miles  operated, 
and  the  date  of  the  appointment  of  the  receiver.  Unfortunately, 
however,  the  date  does  not  necessarily  show  when  the  receivership 
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began,  but  only  when  the  individual  in  charge  received  his  appoint- 
ment,— a  matter  of  trifling  concern  to  the  public.  The  financial 
statistics  are,  of  course,  given  with  those  of  the  other  railroads  in  the 
body  of  the  report. 

Previous  statistical  reports  of  the  commission  have  given  no  particu- 
lar notice  to  receiverships,  except  that,  in  the  column  of  "Remarks" 
in  the  classification  of  railways  and  mileage,  the  name  of  the  receiver 
and,  since  1889,  the  date  of  his  appointment  have  occasionally  ap- 
peared in  connection  with  the  name  of  a  road  which  was  in  a  receiver- 
ship at  the  date  of  the  report.  Nothing  like  a  complete  list  could  be 
compiled  from  this  source,  however. 

The  successive  numbers  of  Poor's  Manual  of  Railroads  (published 
annually  1868  to  date)  give  more  or  less  information  about  nearly  all 
the  railroads  of  the  United  States,  but  no  systematic  attention  is  paid 
to  receiverships.  If  a  road  has  been  in  the  hands  of  a  receiver  during 
the  current  3'ear  the  fact  is  usually  mentioned  in  the  account  given  of 
the  road,  (though  not  always,  especially  in  the  earlier  years,)  and 
generally  the  name  of  the  receiver  appears,  sometimes  the  date  of  his 
appointment.  Misprints,  especially  in  the  matter  of  dates,  are  fre- 
quent, however,  and  sometimes  stand  year  after  year  without  being 
corrected.  The  later  numbers  especially  give  condensed  histories  of 
many  of  the  railroads,  or  cite  references  to  such  histories  in  earlier 
numbers  ;  if  a  road  has  passed  through  a  receivership,  the  fact  is  very 
apt  to  be  mentioned,  sometimes  with  the  occasion  and  the  date  of  its 
beginning  and  the  time  and  terms  of  its  close.  As  a  great  number  of 
receiverships  resulted,  however,  in  the  road  merging  its  identity  in 
auother,  and  many  other  roads  which  have  continued  their  independ- 
ent existence  after  the  end  of  the  receivership  have  later  been 
absorbed  into  other  systems,  only  a  comparatively  small  number  can 
be  traced  out  in  this  way. 

Poor's  History  of  the  Railroads  and  Canals  of  the  United  States  of 
America  (New  York,  1861),  Flint's  The  Railroads  of  the  United 
States,  their  History  and  Statistics  (Philadelphia,  1868),  and  Vernon's 
American  Railroad  Manual  (New  York,  1873-4),  give  much  informa- 
tion in  respect  to  such  receiverships  as  had  been  established  at  the 
time  of  their  publication,  but  as  the  facts  are  scattered  throughout  the 
whole  mass  of  information  in  regard  to  all  the  railroads  of  the  country, 
they  are  very  difficult  of  access. 

A  few  monographs  treating  of  single  railroads  throw  a  little  light  on 
the  history  of  a  few  receiverships,  particularly  Adams,  A  Chapter  of 
Erie  (Boston,  1869),  Official  History  of  the  Great  Strike  of  1886  on  the 
Southwestern  Railway  System  (Missouri  Bureau  of  Labor  Statistics, 
1887),  and  Davis,  The  Union  Pacific  Railway  (Chicago,  1894). 
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The  annual  Reports  of  the  Commissioner  of  Railroads  to  the  Secre- 
tary of  the  Interior  give  facts  in  regard  to  the  receiverships  of  govern, 
ment-aided  Pacific  railroads. 

The  reports  of  tlie  State  railroad  conmiissions  give  a  liuge  mass  of 
information  about  the  railroads  in  the  respective  States,  though  no 
special  attention  is  paid  to  receiverships,  and  many  of  the  reports 
ignore  them  altogether. 

Van  Oss,  American  Railroads  as  Investments  (New  York,  1893),  and 
Leyen,  Die  nordamerikanischen  Eisenbahnen  in  ihren  wirthschaft- 
lichen  und  politi.schen  Beziehungen  (Leipzig,  1S85),  are  notable  among 
several  books  which  give  some  intelligent  account  in  regard  to  a  num- 
ber of  railroads,  though  even  incidental  allusions  to  receiverships 
are  few. 

Several  articles  in  current  periodicals  should  be  mentioned,  especially 
H.  C.  Adams,  The  Railway  Situation,  10  Review  of  Reviews,  186  ; 
S.  Sterne,  Railway  Reorganization,  10  Forum,  37,  and  Recent  Rail- 
road Failures  and  Their  Lessons,  17  Forum,  19;  H.  W.  Bartol, 
Danger  of  Receiverships,  32  Popular  Science  IMofithly,  236  ;  H.  Woll- 
man.  The  Bane  of  Friendly  Receiverships,  158  North  American  Re- 
view,7.^0  \  C.Barrett,  Dangers  of  Receiverships,  \\  Railroad  Gazette, 
386;  Gov.  Tillman  (S.  C),  Abuse  of  Railroad  Receivenships,  Gover- 
nor's Message,  33  Railway  Review,  732  ;  Methods  and  Practices  of 
Railroad  Receiverships  (editorial),  33  Railway  Review,  767;  Friendly 
Receiverships  (editorial),  Bradstreet's,  January,  1894.  Most  of  these 
articles,  however,  deal  in  a  general  way  with  the  evils  and  abuses  of 
receiverships.  Very  few  of  them  give  specific  facts  with  any  definite- 
ness  ;  the  same  is  true  of  Greene,  Corporation  Finance  (New  York, 
1897),  which  has  a  chapter  on  Corporation  Reorganizations  and 
Receiverships. 

Mainly,  however,  the  history  of  receiverships  must  be  learned  from 
the  reports  of  the  receivers  and  of  the  railroad  corporations,  and  from 
the  news  columns  of  the  press,  particularly  of  railroad  periodicals. 
Especially  valuable  for  this  purpose  are  The  American  Railroad 
Journal  i^ew  York,  1832  to  date),  The  Railroad  Gazette  {Chicago 
and  New  York,  1864  to  date).  The  Chicago  Railway  Review  (1870  to 
date).  The  Railway  y?^^  (Chicago,  1876  to  date).  The  Engineering 
News  (Chicago,  1874  to  date).  The  Engineering  Magazine  (New 
York,  1891  to  date),  and  the  Travellers'  Official  Railway  Guide  (New 
York,  1868  to  date). 

Some  light  is  thrown  on  the  financial  history  of  railroads  both  in 
and  out  of  receiverships  by  the  reports  published  in  financial  journals, 
particularly  the  Bankers'  Magazine  (Baltimore  and  New   York,  1846 
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to  date),  The  Conmercial  and  Financial  Chronicle  (New  York,  1865 
to  date),  The  Financier  (New  York,  1871  to  date),  BradstreeV s  (New 
York,  1880  to  date),  The  National  Corporation  Reporter  (Chicago, 
1890  to  date).  The  Bofid  Record  (New  York,  1893  to  date),  gives 
much  attention  to  railroad  matters. 

All  the  law  journals  give  some  attention  to  railroad  receiverships, 
but  their  treatment  of  the  subject  is  seldom  of  interest  save  from  the 
purely  legal  standpoint.  Some  striking  exceptions,  however,  are  H. 
C.  Caldwell,  Railroad  Receiverships  in  the  Federal  Courts,  30  Ameri- 
can Law  Review,  161  ;  S.  D.  Thompson,  Court  Management  of  Rail- 
roads, 27  American  Law  Revieiv,  481,  and  Foreign  Receivers  and 
Judicial  Assignees,  6  Green  Bag,  120;  Memorial  of  the  General  As- 
sembly of  South  Carolina  to  Congress,  28  American  Law  Review, 
161  ;  G.  W.  McCrary,  Liabilities  Incurred  by  Receivers  of  Railroads, 
17  American  Law  Review,  841. 

The  legal  technicalities  of  receiverships  are  exhaustively  treated  by 
C.  F.  Beach,  Commentaries  on  the  Law  of  Receivers  with  Particular 
Reference  to  the  Application  of  that  Law  to  Railway  Corporations 
(2nd  edition,  revised  by  William  A.  Alderson,  New  York,  1897);  J.  L. 
High,  A  Treatise  on  the  Law  of  Receivers  (3rd  edition,  Chicago,  1894); 
F.  S.  Wait,  Treatise  on  Insolvent  Corporations,  the  Rights,  Powers 
and  Duties  of  Receivers  Thereof  (New  York,  1888);  Gluck  &  Becker, 
The  Law  of  Receivers  of  Corporations  (New  York,  1891)  ;  also  in  the 
articles  "Receivers"  by  Nathan  Newmark  and  Albert  Weimer,  and 
"  Receivers  (Railroads)  "  by  Thomas  P.  Howell  and  Henry  F.  StitzeU, 
in  the  American  and  English  Enc5'clopedia  of  Law  (Northport,  1892). 

The  decisions  of  the  courts  in  regard  to  receiverships  are  found  in 
the  various  court  reports,  which,  as  well  as  the  briefs  of  the  attorneys, 
often  contain  much  information  in  regard  to  specific  receiverships. 
Such  statutes  as  exist  are,  of  course,  in  the  Revised  Statutes  or  the 
Statutes-at-Large  of  the  United  States,  and  the  similar  publications  of 
the  several  States  and  territories. 
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THE  OHIO  TAX  INQUISITOR  LAW. 

INTRODUCTION. 

It  will  be  understood  from  the  title  that  this  paper 
does  not  pretend  to  discuss  the  whole  problem  of  taxa- 
tion in  Ohio.  That  problem  does  not  differ  materially 
from  the  one  which  every  American  state  has  to  face. 
But  Ohio  has  adopted  a  method  of  securing  fuller  returns 
of  property  for  taxation,  which,  it  is  safe  to  say,  has  not 
had  a  wide  trial  elsewhere.  It  is  this  rather  unique 
feature  of  the  present  tax  situation  in  Ohio  that  the 
present  paper  attempts  to  describe. 

Whatever  may  be  the  final  conclusion  as  to  the  proper 
dividing  line  between  public  and  private  undertakings, 
it  is  generally  conceded  that  the  state,  being  deficient  in 
inventiveness,  should  attempt  no  industrial  function 
which  cannot  be  reduced  to  a  routine.  The  work  of 
listing  property  for  taxation  seems  to  belong  so  essentially 
to  the  state  that  we  are  apt  to  forget  that  even  this  duty 
was,  in  ancient  times,  frequently  turned  over  to  private 
enterprise  under  the  system  of  "  farming  the  revenues,  " 
a  custom  happily  given  up  long  ago.  Political  consid- 
erations seem  to  require  that  the  vital  function  of  tax- 
ing should  be  kept  in  the  hands  of  the  state ;  besides 
this  work  has  not  been  supposed  to  call  for  a  degree  of 
inventiveness  beyond  the  power  of  the  state  to  furnish. 
But  the  growing  difficulty  in  recent  years  of  properly 
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assessing  and  collecting  the  general  property  tax,  and 
the  nniform  failure  of  public  agents  to  secure  full  re- 
turns of  personal  property,  has  led  the  state  of  Ohio  to 
supplement  her  regular  taxing  machinery  by  calling 
private  enterprise  and  ingenuity  to  its  help.  In  some 
respects  it  is  a  reversion  to  the  primitive  methods  of  tax 
farming. 


THE  IvISTiNG  OF  PERSONAL  PROPERTY  IN  OHIO. 

It  should  be  remembered  that  the  constitution  of 
Ohio  leaves  comparatively  little  discretion  to  the  legis- 
lature on  the  subject  of  taxation.  "  The  Constitutional 
Convention  of  1851,"  to  use  the  expression  of  one  of  the 
leading  public  men  of  the  state,  "  not  only  adopted  a 
constitution,  but  passed  a  great  many  laws  besides, 
which  we  are  bound  to  treat  as  part  of  the  constitu- 
tion." This  statement  is  justified  by  the  provision  re- 
lating to  taxation,  which  distinctly  declares  that  all 
forms  of  property  including  money,  credits,  bonds, 
stocks,  shall  be  taxed  at  a  uniform  rate.  In  reading  the 
record  of  the  debates  of  that  convention  one  receives 
the  impression  that  the  chief  care  of  its  members,  so  far 
as  taxation  was  concerned,  was  to  so  frame  the  section 
relating  to  that  subject  that  no  future  legislature  could 
possibly  make  any  distinction  between  different  kinds 
of  property.  The  result  is  that  the  general  property  tax 
is  fixed  upon  the  state  until  sufficient  interest  can  be 
aroused  to  secure  an  amendment  to  the  constitution. 
Experience  with  constitutional  amendments  in  Ohio 
does  not  afford  much  encouragement  in  that  direction. 
It  remains  for  the  people  to  make  the  most  of  the  pres- 
ent situation  and  to  do  what  they  can  to  make  the  gen- 
eral property  tax  work. 

Early  in  the  convention  resolutions  were  introduced 
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instructing  the  committee  on  finance  and  taxation 
"  to  consider  the  expediency  of  inserting  a  clause  in  the 
constitution  equalizing  taxation  and  making  it  propor- 
tional to  the  actual  value  of  the  whole  estate  of  the  in- 
dividual taxed,  regardless  of  all  distinction  between  real 
and  personal  estate.'  A  long  and  spirited  discussion 
took  place  over  the  question  of  inserting  a  clause  com- 
pelling the  taxation  of  state  and  national  bonds." 

The  zeal  thus  displayed  is  easily  accounted  for.  Un- 
der the  old  constitution  a  great  many  abuses  had  grown 
up,  chiefly  through  the  granting  of  charters  to  corpora- 
tions exempting  them  from  taxation.  A  large  number 
of  special  privileges  had  also  been  granted,  so  that  the 
burdens  of  taxation  were  very  unequally  and  unjustly 
distributed.  As  a  result  of  the  effort  to  correct  these 
abuses  the  following  provision  was  adopted  : 

\  2.  Laws  shall  be  passed  taxing  by  a  uniform  rule  all  moneys, 
credits,  investments,  and  bonds,  stocks,  joint  stock  companies,  or 
otherwise  ;  and  also  all  real  and  personal  property,  according  to  its 
true  value  in  money ;  but  burying  grounds,  public  school  houses, 
houses  used  exclusively  for  public  worship,  institutions  of  purely 
public  charity,  public  property  used  exclusively  for  any  public  pur- 
pose, and  personal  property  to  an  amount  not  exceeding  in  vakie  two 
hundred  dollars  for  each  individual,  may,  by  the  general  laws,  be  ex- 
empted from  taxation  ;  but  all  such  laws  shall  be  subject  to  alteration 
or  repeal ;  and  the  value  of  all  property  so  exempted,  shall  from  time 
to  time  be  ascertained  and  published  as  may  be  directed  by  law. 

§  3.  The  general  assembly  shall  provide  by  law  for  taxing  the  notes 
and  bills  discounted  or  purchased,  moneys  loaned,  and  all  other  prop- 
erty, effects,  or  dues,  of  ever\' description  (wathout  deduction)  of  all 
banks  now  existing,  or  hereafter  created,  and  of  all  bankers,  so  that 
all  property  employed  in  banking  shall  always  bear  a  burden  equal  to 
that  imposed  on  the  property  of  individuals.' 

'  Debates,  i  :  298. 
^Debates,  2  :  35-116. 
'Constitution  of  185 1,  Article  XII. 
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No  one  can  say  after  studying  the  history  of  taxation 
in  Ohio,  that  there  has  not  been  an  honest  effort  to  carry 
out  the  spirit  of  the  constitution.  Neither  can  it  be  said 
that  the  general  property  tax  has  not  had  a  fair  triah 
The  attempts  to  secure  full  returns  of  all  taxable  prop- 
erty have  been,  so  far  as  legislation  is  concerned,  most 
thoroughgoing.  It  is  doubtful  if  any  law  has  had  a 
fairer  trial. 

This  zeal  in  behalf  of  the  general  property  tax  ex- 
tends back  beyond  the  constitution  of  1851.  As  least 
as  early  as  1846  we  find  the  outlines  of  the  present  in- 
quisitorial system  embodied  in  law.  An  act  passed 
March  2  of  that  year'  provided  that  every  person  re- 
quired to  list  property  should  make  out,  verify  by  his 
oath,  and  deliver  to  the  assessor,  a  list  of  all  his  personal 
property  of  every  form.  It  further  provided  (section 
31)  that  the  assessor  should  adminster  the  oath  to  the 
person  listing,  and  in  case  the  person  refused  to  swear 
to  the  truth  of  his  statement  the  assessor  should  proceed 
to  find  out  from  other  sources  the  amount  of  property 
that  should  be  lisied.  In  order  to  accomplish  this  he 
was  authorized  to  examine  under  oath  any  person  whom 
he  might  suppose  to  know  of  such  property.  In  case 
such  person  refused  to  testify,  the  assessor  was  em- 
powered (section  33)  to  apply  to  any  justice  of  the  peace, 
who  should  summon  the  witness  and  compel  him  to 
testify  on  pain  of  the  ordinary  penalties  for  contempt. 
In  addition,  the  county  auditor  was  obliged  to  add  fifty 
per  cent,  to  the  amount    so  ascertained  by  the  assessor. 

^  Laws  of  Ohio,  44  :  S5-110. 
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And  if  the  auditor  had  reason  for  believing  that  the 
amonnt  retnrned  by  the  assessor  was  below  the  true 
value,  he  was  authorized  to  institute  such  further  ex- 
amination as  he  should  deem  necessary,  and  was  vested 
with  the  same  authority  to  summon  witnesses  and 
compel  testimony  as  was  conferred  upon  the  assessor. 

On  March  25,  1851,  fifteen  days  after  the  adoption  of 
the  present  constitution,  another  general  tax  law  was 
passed,'  embodying  the  essential  features  of  the  act  of 
1846  as  to  the  listing  of  personal  property.  It  increased 
the  number  of  items  concerning  which  separate  state- 
ments should  be  made,  but  it  did  not  grant  the  assessor 
or  the  auditor  power  to  bring  a  witness  before  a  justice 
of  the  peace  ;  though  it  again  conferred  on  them  the 
power  to  summon  witnesses  and  administer  the  oath. 
In  case  the  assessor  could  not  find  out  how  much  prop- 
erty a  man  had,  he  was  to  list  him  for  such  an  amount 
as  he  deemed  proper,  to  which  the  auditor  was  obliged 
to  add  fifty  per  cent. 

Another  act  passed  April  5,  1859,'-  covering  the  whole 
subject  of  taxation,  left  the  matter  of  listing  personal 
property  essentially  as  it  was,  except  that  the  powers  of 
the  auditor  were  made  slightly  more  definite.  He  was 
authorized  in  case  he  had  reason  for  believing  that  an 
incorrect  return  had  been  made,  "  to  issue  compulsory 
process  and  require  the  attendance  of  any  person  or  per- 
sons whom  he  might  suppose  to  have  knowledge  of  the 
articles  or  value  of  the  personal  property,  moneys,  or 
credits,  investments  in  bonds,   stocks,  joint  stock  com- 

^  Laws  of  Ohio,  49  :  58-84. 
^  Laws  of  Ohio,  56  :  175-218. 
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panics,  or  otherwise,  and  to  examine  such  person  or  per- 
sons on  oath  or  affirmation  in  relation  to  snch  statement 
or  return. 

This  was  still  somewhat  less  inquisitorial  than  the  act 
of  1846,  since  neither  the  auditor  nor  the  assessor  could 
compel  testimony  before  a  regularly  constituted  court  of 
law.  Two  years  later,  however,  this  act  was  supple- 
mented by  another,  section  2  of  wdiich  clothes  the  aud- 
itor with  ample  powers.  It  is  short  and  somew^hat  im- 
portant, and,  being  still  in  force,  is  given  here  com- 
plete : 

Sec.  I.  Be  it  enacted  by  the  General  Assembly  of  the  State  of  Ohio, 
That  if  any  person  whose  duty  it  shall  be  to  make  a  return  or  list  of 
property  for  taxation  under  the  provisions  of  an  act  for  the  assessment 
and  taxation  of  all  property  in  this  state,  and  for  levying  taxes  there- 
on, according  to  its  true  value  in  money,  passed  April  5,  1859,  shall 
make  a  false  retvu-n,  or  shall  evade  making  a  return,  it  shall  be  the 
duty  of  the  county  auditor  to  ascertain  the  true  amount  of  taxable 
property,  moneys,  credits,  and  effects  that  such  person  ought  to  have 
returned  or  listed,  in  the  manner  prescribed  in  the  thirty-fourth  sec- 
tion of  said  act,  and  to  add  thereto  fiftj-  per  centum  on  the  amount  so 
ascertained  ;  and  the  amount  so  ascertained,  with  the  said  fift}'  per 
centum,  shall  be  entered  on  the  duplicate  for  taxation. 

Sec.  2.  Where  any  person  summoned  to  appear  before  the  county 
auditor  and  give  testimony  under  the  pro\'isions  of  the  thirty-fourth 
section  of  said  act,  shall  neglect  or  refuse  to  appear,  or  shall  neglect 
or  refuse  to  answer  any  question  that  may  be  put  to  him  by  the  auditor 
touching  the  matter  under  examination,  the  aiiditor  shall  apply  to  the 
probate  judge  of  the  county  to  issue  a  subpoena  for  the  appearance  of 
such  person  before  him  ;  and  on  the  application  of  the  county  auditor, 
it  shall  be  the  duty  of  the  probate  judge  to  issue  a  subpoena  for  the 
appearance  of  such  person  forthwith  before  him  to  give  testimony  ; 
and  if  any  person  so  summoned  shall  fail  to  appear,  or  appearing  shall 
refuse  to  testify,  he  shall  be  subject  to  like  proceedings  and  penalties 
for  contempt  as  witnesses  in  actions  pending  in  the  probate  court. 

Sec.  3.  That  sec.  6  of  said  act  be  amended  so  as  to  read  as  follows  :  \  6. 
Each  person  required  by  this  act  to  list  property,  shall  make  out  and 
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deliver  to  the  assessor,  when  required,  or  ^-ithin  ten  days  thereafter,  a 
statement  verified  by  his  oath  or  affirmation,  of  all  personal  property, 
moneys,  credits,  investments  in  bonds,  stocks,  joint  stock  companies, 
or  othen\'ise,  in  his  possession  or  under  the  control  of  such  person,  on 
the  day  next  preceding  the  second  Monda}^  of  April  in  the  year  in 
which  the  assessment  shall  be  made,  and  which  by  the  provisions  of  this 
act  he  is  reqtiired  to  list  for  taxation,  either  as  owner  or  holder  thereof, 
or  as  guardian,  parent,  husband,  trustee,  executor,  administrator,  re- 
ceiver, accounting  officer,  partner,  agent,  or  factor. 

Sec.  4.  Said  original  sec.  6  is  hereby  repealed  and  this  act  shall  take 
effect  on  its  passage.^ 

An  act  dated  April  16,  1867,^  extended  the  powers  of 
the  county  auditor  so  as  to  enable  him  to  compel  the 
president  and  cashier  of  any  bank  located  in  his  county 
to  make  under  oath  a  full  statement  of  the  names  and 
residence  of  the  stockholders  with  the  number  of  shares 
held  by  each  and  the  actual  value  in  money  of  such 
shares,  together  with  a  description  of  the  real  estate 
owned  by  the  bank.  The  shareholders  were  to  be  taxed 
on  the  value  of  their  shares  at  the  same  rate  as  on  other 
personal  property,  and  it  was  made  unlawful  for  shares 
to  be  transferred  till  the  taxes  were  paid.  The  auditor 
and  the  probate  judge  were  given  the  same  powers  over 
testimony  in  these  cases  as  was  provided  in  other  cases 
by  the  act  of  1861. 

Again  in  1878'  the  laws  of  the  state  relating  to  taxa- 
tion were  revised  and  consolidated.  The  provisions  of 
the  act  of  1861  relating  to  the  listing  of  personal  prop- 
erty were  repeated,  and  the  same  inquisitorial  powers 
were  conferred  upon  the  county  auditor.     But    it    was 

1  Passed  March  29,  1861.     Laws  of  Ohio,  58  :  47. 
^  Laws  of  Ohio,  64  :  204. 
^  Laws  of  Ohio,  75  :  436. 
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further  provided  in  the  following  words  that  back  taxes 

niio-ht  be  collected  in  cases  of  fraudulent  omissions  : 

And  the  inquiry  and  correction  provided  for  in  this  and  the  next 
section,  may  go  as  far  back  as  the  same  can  be  traced,  not  exceeding 
the  four  years  next  prior  to  the  year  in  which  the  inquiries  and  cor- 
rections are  made,  but  as  to  former  years  no  penalty  shall  be  added 
and  only  simple  taxes  shall  be  claimed. 

By  an  act  passed  April  14,  1886/  this  was  so  amended 
as  to  provide  that  in  case  of  evasion  or  false  return  the 
auditor 

shall  for  each  year  ascertain  as  near  as  practicable  the  true 
amount  of  personal  property,  moneys,  credits,  and  investments,  that 
such  person  ought  to  have  returned  or  listed,  for  not  exceeding  the 
five  years  next  prior  to  the  year  in  which  the  inquiries  and  corrections 
provided  for  in  this  and  the  next  section  are  made. 

The  fifty  per  cent,  penalty  was  to  be  added  for  each 
of  the  six  years. 

The  constitutionality  of  this  act  was  tested  before  the 
supreme  court^  on  the  ground  of  the  retroactive  char- 
acter of  the  remedy.  It  was  held  that  the  law  was  valid 
in  so  far  as  it  provided  for  the  collection  of  back  taxes, 
but  that  the  fifty  per  cent,  penalty  could  not  be  imposed 
for  years  prior  to  1886,  the  date  of  the  passage  of  the 
act. 

Since  1886  the  powers  and  duties  of  the  assessors  and 
county  auditors,  so  far  as  they  relate  to  the  listing  of 
personal  property,  may  be  summed  up  as  follows  : 

I.  The  assessor  shall  require  of  every  person  of  sound 
mind  a  complete  list  of  all  personal  property  of  every 
description  within  his  possession  or  under  his  control. 

^  Laws  of  Ohio,  83  :  82. 

*  Gager,  Treas.,  v.  A.  W.  Prout,  et  al.,  O.  St.,  48  :  89. 
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2.  The  assessor  may  require  this  statement  to  be  veri- 
fied by  oath. 

3.  "  Such  statement  shall  truly  and  distinctly  set  forth, 
first,  the  number  of  horses,  and  the  value  thereof ;  sec- 
ond, the  number  of  neat  cattle  and  the  value  thereof ; 
third,  the  number  of  mules  and  asses  and  the  value 
thereof ;  fourth,  the  number  of  sheep  and  the  value 
thereof  ;  fifth,  the  number  of  hogs  and  the  value  there- 
of ;  sixth,  the  number  of  pleasure  carriages  and  the  value 
thereof;  seventh,  the  total  value  of  all  articles  of  per- 
sonal property  not  included  in  the  preceding  or  succeed- 
ing classes  ;  eighth,  the  number  of  watches  and  the  value 
thereof ;  ninth,  the  number  of  pianofortes  and  organs 
and  the  value  thereof ;  tenth,  the  average  value  of  the 
goods  and  merchandise  which  such  person  is  required  to 
list  as  a  merchant ;  eleventh,  the  value  of  the  property 
which  such  person  is  required  to  list  as  banker,  broker, 
or  stockjobber ;  twelfth,  the  average  value  of  the 
materials  and  manufactured  articles  which  such  person 
is  required  to  list  as  a  manufacturer  ;  thirteenth,  moneys 
on  hand  or  on  deposit  subject  to  order ;  fourteenth,  the 
amount  of  credits  as  hereinbefore  defined  ;  fifteenth,  the 
amount  of  all  moneys  invested  in  bonds,  stocks,  joint 
stock  companies,  annuities,  or  otherwise ;  sixteenth,  the 
monthly  average  amount  or  value,  for  the  time  he  held 
or  controlled  the  same  within  the  preceding  year,  of  all 
moneys,  credits,  or  other  effects  within  that  time  in- 
vested in  or  converted  into  bonds  or  other  securities  of 
the  United  States,  or  of  this  state,  not  taxed,  to  the  ex- 
tent he  may  hold  or  control  such  bonds  or  securities  on 
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said  day  preceding  the  second  Monday  of  April,  and  any 
indebtedness  created  in  the  purchase  of  such  bonds  or 
securities  shall  not  be  deducted  from  the  credits  under 
the  fourteenth  item  of  this  section." 

4.  In  case  any  person  required  to  list  shall  refuse,  or 
shall  refuse  to  take  oath  to  the  correctness  of  the  returns, 
the  assessor  shall  take  such  other  means  as  are  within 
his  power  to  find  out  how  much  ought  to  have  been 
listed,  and  the  auditor  shall  add  fifty  per  cent,  as  a 
penalty  to  the  amount  so  ascertained. 

5.  If  the  auditor  has  reason  to  believe  that  the  return 
of  any  person  is  incorrect,  he  can  summon  such  j)erson 
and  compel  him  to  answer  under  oath  any  question  re- 
lating to  the  subject. 

6.  The  auditor  can  also  summon  any  other  person,  in- 
cluding the  cashier  of  any  bank,  whom  he  may  suppose 
to  have  knowledge  of  such  property,  and  compel  him  to 
testify  under  oath. 

7.  In  case  any  such  person  shall  refuse  to  testify,  the 
judge  of  the  probate  court  shall  summon  him,  at  the  re- 
quest of  the  auditor,  and  compel  him  to  testify  under 
pain  of  the  ordinary  penalties  for  contempt. 

8.  These  investigations  of  the  auditor  may  include 
the  five  years  next  prior  to  the  year  in  which  the  in- 
quiries are  made,  and  a  penalty  of  fifty  per  cent,  shall  be 
added  to  the  value  of  any  property  improperly  omitted 
during  any  of  the  five  years. 


11. 

THE  PRESENT  TAX  INQUISITOR  SYSTEM. 

In  spite  of  the  powers  entrusted  to  the  county  auditors, 
the  county  commissioners  of  the  city  counties  began 
long  ago  to  face  the  fact  that  a  great  deal  of  personal 
property  was  escaping  taxation.  Accordingly  still  more 
vigorous  measures  were  taken  to  secure  a  full  return. 
The  county  commissioners  of  Hamilton  County  had,  be- 
fore 1880,  employed  private  individuals  to  detect  im- 
properly omitted  property,^  paying  them  a  commission 
on  the  amount  of  taxes  collected  through  information 
furnished  by  them.  In  the  absence  of  some  state  law 
authorizing  such  a  contract,  the  whole  expense  had  to 
be  borne  by  the  county,  though  the  state  shared  in  the 
additional  taxes  thus  secured.  To  correct  this  difficulty 
and  compel  the  state  to  share  in  the  expense,  a  rather 
peculiar  act  was  passed  April  14,  1880,"  the  first  section 
of  which  reads  as  follows  : 

Be  it  enacted  by  the  General  Assembly  of  the  State  of  Ohio  that 
whenever  the  board  of  county  commissioners  of  any  county  in  this 
state,  containing  a  city  of  the  first  grade  of  the  first  class,  shall  have 
employed  any  person  or  persons  to  ascertain  and  furnish  to  the  county 
auditor  the  facts  and  evidence  necessary  to  authorize  him  to  subject 
to  taxation  any  property  improperly  omitted  therefrom,  no  pay- 
ment for  such  services  shall  be  made  to  such  person  or  persons, 
except  in  accordance  with  the  terms  of  agreement  between  the  county 
commissioners  and  such  person  or  persons,  and  such  payment  shall  be 
made  to  such  person  or  persons  only  out  of  money  actually  paid  into 

^See  StateJ^^.  ret.  v.  Cappeller,  39  O.  St.,  214. 
"^  Laws  of  Ohio,  77  :  204. 
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the  county  treasurj^  as  taxes  011  such  omitted  property,  and  such  com- 
pensation shall  be  apportioned  ratably  by  the  county  auditor  among 
all  the  funds  entitled  to  share  in  the  distribution  of  such  taxes,  in- 
clviding  the  state  itself,  as  well  as  the  counties,  townships,  cities, 
villages,  school  districts,  and  other  organizations  entitled  thereto,  pro- 
vided, however,  that  such  employment  shall  only  be  authorized  as  to 
any  omissions  occurring  previous  to  the  passage  of  this  act. 

Under  authority  of  this  act,  the  auditor  and  the 
treasurer  of  Hamilton  County  in  their  settlement  with 
the  state  auditor,  deducted  from  the  state's  share  the 
amount  which  had  been  previously  expended  in  com- 
missions allowed  to  private  parties  for  the  detection  of 
improper  omissions  from  the  tax  duplicate.  The  state 
auditor  asked  for  a  mandamus  to  compel  the  county 
auditor  to  correct  the  alleged  error.  The  court  decided  ^ 
that  the  act  above  cited  was  constitutional,  that  it  legal- 
ized the  contract,  and  authorized  the  deduction  which 
the  county  auditor  had  made. 

In  1885"  an  act  was  passed  extending  the  authority 
granted  under  the  act  of  1880,  to  all  counties  containing 
a  city  of  the  first  class  or  of  the  first  grade  of  the  second 
class.  This  enabled  the  counties  of  Hamilton,  Cuya- 
hoga, Lucas  and  Franklin,  containing  the  four  largest 
cities  in  the  state,  (Cincinnati,  Cleveland,  Toledo  and 
Columbus)  to  employ  tax  inquisitors  and  to  compel 
the  state  to  share  in  the  expense. 

Again  in  1888,  the  power  to  employ  tax  inquisitors 
was  extended  to  all  counties  in  the  state.  The  act  ^  read 
as  follows  : 

^  State  ex.  rel.  v.  Cappeller,  O.  St.  39  :  214. 
''■  Laws  of  Ohio,  82  :  152 
'  Laws  of  Ohio,  39  :  170. 
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An  act  to  secure  a  fuller  and  better  return  of  property  for  taxation, 
and  to  prevent  omissions  of  property'  from  the  tax  duplicate  : 
^1.  Be  it  enacted  by  the  General  Assembly  of  the  State  of  Ohio, 
that  the  county  commissioners,  county  auditor,  and  county  treasurer, 
or  a  majority  of  said  officers  in  any  county,  when  they  have  reasons  to 
believe  that  there  has  not  been  a  full  return  of  property  within  the 
county  for  taxation,  shall  have  power  to  employ  any  person  to  make 
iiiquirj^  and  furnish  the  county  auditor  the  facts  as  to  any  omission  of 
property  for  taxation,  and  the  evidence  necessary  to  authorise  him  to 
subject  to  taxation  any  property  improperly  omitted  from  the  tax 
duplicate  ;  no  payment  to  be  made  for  such  services,  except  in  accord- 
ance vvnth  the  terms  of  agreement  between  the  officers  or  a  majority 
of  them  and  such  person,  and  such  payment  shall  be  made  only  out  of 
money  actually  paid  into  the  county  treasury  as  taxes  on  such  omitted 
property,  and  such  compensation  shall  not  exceed  twenty  per  cent,  of 
the  amount  of  such  taxes  on  the  returns,  omitted  moneys,  credits,  in- 
vestments and  bonds,  stocks,  joint  stock  annuities,  or  other  valuable 
interest  held  by  a  resident  of  this  state  or  by  others  for  him  ;  and  all 
such  allowances  shall  be  apportioned  ratably  by  the  county  auditor 
among  all  the  funds  entitled  to  share  in  the  distribution  of  such  taxes. 

Section  2  places  a  penalty  upon  any  assessor  who 
shall  wilfully  omit  to  return  any  property.  Section  3 
provides  for  the  bond  of  the  inquisitor,  and  section  4 
provides  that  the  act  of  1885  should  remain  in  force, 
the  apparent  purpose  being  to  permit  the  four  largest 
cities  to  pay  tM^enty-five  per  cent,  commission  instead  of 
twenty  per  cent.,  as  provided  in  this  act. 

Such  then  are  the  laws  undei  which  the  so-called  tax 
inquisitor  system  of  Ohio  has  grown  up.  In  its  practical 
workings  it  amounts  to  just  this  :'  The  county  com- 
missioners, county  auditor,  and  the  county  treasurer, 
or  a  majority  of  them  in  any  county,  may  make  a  con- 
tract for  a  term  of  years  with  some  private  individual  or 

^  A  very  good  description  of  the  system,  together  with  a  careful 
summary  of  the  arguments  against  it,  is  found  in  an  article  on  "The 
Tax  Inquisitor  System  in  Ohio,"  by  E.  A.  Angel,  Yale  Review,  5  :  350. 
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firm,  to  act  as  tax  inquisitor  for  the  county.  He  is 
usually  someone  living  outside  the  county,  away  from 
local  political  influences.  In  many  cases  the  same  in- 
dividual or  firm  has  the  contract  for  several  counties. 
He  proceeds  to  organize  a  detective  bureau  on  a  small 
scale,  to  examine  the  records  of  the  different  counties  of 
this  and  neighboring  states,  to  find  who  are  the  holders 
of  mortgages  which  are  improper^'  omitted  from  the  tax 
duplicate.  Information  is  also  sought,  and  sometimes 
obtained,  as  to  the  moneys  on  deposit  in  banks  and  stocks 
in  corporations  outside  of  the  state  owned  by  Ohio  citi- 
zens and  omitted  from  the  tax  duplicate.  When  a  piece 
of  omitted  property  is  found,  which  is  subject  to  taxation 
in  the  county  in  question,  the  inquisitor  lays  the  in- 
formation before  the  county  auditor,  whose  duty  it  then 
becomes  to  summon  the  owner  before  him  to  show  cause 
why  such  property  should  not  be  placed  upon  the  tax 
duplicate  and  back  taxes  collected  with  the  fifty  per 
cent,  penalty.  When  the  owner  appears,  the  inquisitor 
acts  as  prosecutor  and  lays  the  evidence  before  the 
auditor,  who  decides  the  case.  The  inquisitor  also  asks 
questions,  or  suggests  questions  which  are  asked  by  the 
auditor,  and  the  witness  is  bound  to  answer  under  oath. 
In  case  the  person  so  summoned  refuses  to  appear,  or 
appearing,  refuses  to  testify,  the  probate  judge  shall,  at 
the  request  of  the  auditor,  summon  such  person  and 
compel  him  to  answer  under  oath  such  questions  relating 
to  his  property  as  are  put  to  him  by  the  auditor  and  the 
inquisitor.  But  even  in  this  case  the  auditor  is  the  one  who 
decides  whether  or  not  anything  is  to  be  added  to  the  as- 


i82  Economic  Studies. 

sessment  of  the  person  in  qnestion  ;  though,  of  course, 
such  person  retains  the  ordinary  legal  remedies  against 
unjust  assessment. 

Since  the  inquisitor  receives  no  compensation  except 
a  percentage  of  the  amount  actually  paid  into  the  treas- 
ury upon  information  furnished  by  him,  he  has  every 
inducement  to  prosecute  his  work  with  vigor.^  Since 
the  county  auditor  also  receives  a  commission  of  five 
per  cent,  on  all  taxes  so  collected,  it  might  be  expected 
that  he  would  also  have  inducement  enough  in  the 
same  direction.  But  herein  lies  a  weakness  of  the 
system.  The  auditor's  position  is  a  political  one,  and 
it  sometimes  happens  that  he  is  unwilling  to  incur 
the  illwill  of  influential  citizens  by  acting  promptly 
and  energetically  upon  the  suggestions  of  the  inquisitor. 
The  writer  is  informed  on  good  authority  that  in  some 
counties  the  system  has  broken  down  through  the  unwill- 
ingness of  the  auditors  to  exercise  the  powers  conferred 
upon  them.  This  fact  is  perhaps  a  sufficient  answer  to 
the  argument  that  the  county  auditor  already  has  suffi- 
cient power  to  find  all  the  property  omitted  from  taxa- 

^  So  far  as  the  writer  is  informed,  the  two  states  which  approximate  !^ 

nearest  to  this  system  are  Indiana  and  Kentucky.     In  Indiana  the  M 

county  attorney,  instead  of  the  auditor,  is  charged  with  the   duty  of  fl 

detecting  fraudulent  tax  returns  and  prosecuting  them.  In  addition , 
in  some  counties,  the  commissioners  have  been  in  the  habit  of  em- 
ploying private  individuals  to  ferret  out  such  frauds,  but  so  far  as  the 
writer  knows,  there  is  no  state  law  authorizing  such  contracts,  and 
they  are  of  doubtful  constitutionality.  In  Kentvicky  the  state  auditor 
may  appoint  an  agent ,  called  a  revenue  agent,  in  each  county  to  in- 
stitute proceedings  for  placing  upon  the  tax  list  property  which  has 
been  omitted.  Kentucky  Statutes,  Barber  and  Carrol,  1894,  §^  4241, 
4258. 
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tion  in  his  county,  and  that,  therefore,  the  work  of  the 
tax  inquisitor  is  unnecessary. 

Ks,  might  have  been  expected,  this  system  had  not 
long  been  in  operation  before  its  constitutionality  was 
tested  in  the  courts.  Reference  has  already  been  made 
(page  179)  to  the  case  of  the  State  ex.  rel.  v.  Cappeller, 
Auditor  of  Hamilton  County,  wherein  the  legality  of 
the  contract  between  the  county  commissioners  and  the 
tax  inquisitor  was  upheld.  Later  it  was  held  ^  that  the 
inquisitor  was  entitled  to  his  commission  on  all  taxes 
paid  into  the  treasury  upon  information  furnished  by 
him,  as  well  when  this  information  related  to  property 
placed  upon  the  duplicate  at  too  low  a  valuation,  as 
when  it  related  to  property  omitted  altogether.  Finally, 
in  the  case  of  the  State  ex.  I'el.  v.  Crites,^  the  law  was 
not  only  upheld,  but  it  was  decided  tliat  the  inquisitor 
might  compel  the  auditor  to  act  upon  information  fur- 
nished. This  case  is  so  interesting  and  throws  so  much 
light  upon  the  whole  inquisitor  system,  that  a  somewhat 
detailed  account  of  it  is  given. 

Mr.  Henry  W.  Morgenthaler^   had  a  contract  as  tax 

^  State  ex.  rel.  George  Deckebach  v.  John  Hagerty,  Auditor  of 
Hamilton  County,  5  C.  C.  p.  325. 

2  48  O.  St.  142. 

^  "  It  is  said  that  each  of  these  several  acts  of  1880,  1885,  and  1888, 
were  passed  through  the  active  efforts  of  two  brothers  named  Henry 
W.  Morgenthaler  and  C.  E.  Morgenthaler.  One  of  these  gentlemen, 
at  least,  had  been  employed  in  the  auditor's  office  in  Hamilton  County 
at  Cincinnati.  As  we  shall  see  hereafter,  these  two  gentlemen  have 
been  the  chief  beneficiaries  of  the  scheme  embodied  in  these  several 
acts."  Mr.  E.  A.  Angel  on  "The  Tax  Inquisitor  System  in  Ohio," 
Yale  Review,  5  :  354.  The  system  is  sometimes  called  the  Mor- 
genthaler law.     There  is  a  very  general  supposition  that  the  Messrs. 
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inquisitor  in  Allen  County,  under  which  he  was  to  re- 
ceive twenty  per  cent,  of  all  taxes  collected  through  in- 
formation furnished  by  him.  Having  found  evidence 
which  led  him  to  believe  that  one  Calvin  S.  Brice  had, 
for  several  years  past,  neglected  to  return  for  taxation 
property  amounting  approximately  to  $2,000,000  in 
Allen  County,  he  laid  the  matter  before  the  auditor, 
who  summoned  said  Calvin  S.  Brice  before  him  to  show 
cause  why  such  property  should  not  be  placed  upon  the 
duplicate  for  taxation.  "  Which  said  notice  was  duly 
served  by  the  relator  in  said  city  of  New  York  upon 
said  Brice,  who  paid  no  attention  thereto  but  to  an- 
nounce that  he  would  have  the  law  repealed."  Brice 
failing  to  appear,  the  matter  was  continued  from  time 
to  time  at  the  suggestion  of  his  attorneys.  Meanwhile, 
the  auditor  was  enjoined  by  the  court  of  common  pleas 
from  acting  further  upon  the  contract  with  Morgen- 
thaler.  Finally,  the  auditor  refusing  to  act  in  the 
matter  of  Brice's  back  taxes,  Morgenthaler  petitioned 
in  the  circuit  court  of  Allen  County  for  a  peremptory 
mandamus  compelling  the  auditor  to  enter  upon  the 
tax  duplicate,  in  the  name  of  Calvin  S.  Brice,  the 
true  amount  of  said  omitted  property,  as  nearly  as  it 
could  be  ascertained.  The  circuit  court  denied  the  peti- 
tion, but  the  supreme  court  reversed  the  decision  and 
granted  the  petition.  The  auditor,  being  under  a  per- 
emptory mandamus  to  examine  the  evidence  and  place 
upon  the  duplicate  such  omitted  property,  as  nearly  as 

Morgenthaler  have  the  contracts  in  most  of  the  counties  of  the  state. 
This,  however,  is  untrue,  though  they  are  working  the  principal  city 
counties. 
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it  could  be  ascertained,  proceeded  to  comply  witli  it  to 
his  own  satisfaction.  But  what  was  satisfactory  to  him 
did  not  satisfy  Mr.  Morgenthaler.  Accordingly,  in  the 
same  term  of  court  ^  he  reopened  proceedings  in  a  motion 
to  have  the  auditor  attached  for  contempt.  He  com- 
plained that  the  auditor  had  not  proceeded  upon  the 
facts  and  evidence  submitted  ;  that  he  took  the  testimony 
of  Mr.  Brice  privately  ;  that  he  did  not  inquire  of  said 
Brice,  while  he  was  a  witness,  into  all  matters  touching 
his  taxable  propert}^ ;  that  he  had  not  given  to  the 
county  treasurer  a  certificate  for  the  collection  of  the 
added  taxes  as  required  by  law. 

The  auditor  reported  that  he  had  at  once  proceeded 
to  the  performance  of  the  duty  commanded  ;  that  he 
had  examined  the  papers,  testimony,  etc.,  and  ascer- 
tained, as  near  as  practicable,  the  amount  of  personal 
property,  moneys,  credits,  etc.,  that  said  Brice  ought  to 
have  returned,  and  he  had  added  the  fifty  per  cent,  penalty 
as  required  by  law.  This  investigation  had  placed  upon 
the  duplicate  a  very  much  smaller  amount  than  Mr. 
Morgenthaler  claimed  should  have  been  added  in  the 
light  of  the  evidence  submitted  ;  but  into  this  question, 
it  was  not  the  province  of  the  court  in  this  case  to  in- 
quire. Moreover,  the  auditor  was  not  compelled,  by 
the  mandamus  under  which  the  contempt  proceedings 
were  being  heard,  to  examine  into  the  particular  evi- 
dence submitted,  but  his  discretion  was  left  untramelled, 
"  not  only  as  to  the  testimony  he  should  consider,  but 
also  to  the  conclusions  he  might  reach."     In  the  opinion 

1  O.  St.  48  :  460. 
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of  the  court,  "  an  inspection  of  the  exhibit  discloses 
that  ]\Ir.  Brice  was  permitted  to  proceed  in  his  own  way, 
and  make  such  statements  and  explanations  as  he  saw 
proper,  and  was  subject  to  no  cross-examination  what- 
ever, a  method  of  inquiry  well  adapted  to  conceal  and 
cover  up,  rather  tlian  lay  bare  the  circumstances  of  any 
given  transaction."  But,  while  the  proceedings  were  not 
entirely  satisfactory,  it  was  held  that  there  was  not 
sufficient  evidence  to  sustain  the  charge  of  contempt. 

The  final  result  of  the  litigation  is  that  though  the 
constitutionality  of  the  law  has  been  vindicated  and  the 
rights  of  the  tax  inquisitor  upheld,  yet,  with  an  auditor 
opposed  to  him,  his  power  is  nullified  and  the  law  is 
practically  a  dead  letter. 

In  many  of  the  discussions  of  the  inquisitor  system  in 

Ohio,  it    seems    to    be    assumed    that   the    inquisitorial 

features  are  all  involved  in  the  appointment  of  private 

individuals  to  ferret   out   omitted   property.     From   the 

foregoing  account  it  will   appear  that  the  really  drastic 

features  of  the  system  are  older  than  the  law  authorizing 

the  appointment  of  tax  inquisitors.     For  example,  under 

the  act  of   i86i^  the  auditor  is  authorized  to  summon 

anyone  whom  he  may  suppose  to  have  knowledge  of  the 

property   of  one   who  is  suspected  of  having  evaded  his 

taxes,  and  to  compel  him  to  divulge  his  information.     In 

the   case   of   the   First   National   Bank  of  Youngstown, 

Ohio,  appellant,  vs.  the  Auditor  of    Mahoning    County," 

the   Supreme   Court   of   the   United  States  decided  that 

even  the  cashier  of  a  bank  may   be  summoned  and  com- 

^  Ante,  p.  173. 
*  106  U.  S.,  523. 
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pelled  to  testify  and  to  bring  his  books  showing  the  de- 
posits of  the  bank.  The  following  is  taken  from  the 
opinion  of  the  Court : 

The  auditor  of  Mahoning  County,  in  the  exercise  of  his  power  to 
charge  persons  on  the  tax  dupHcate  with  the  proper  amount  of  taxes, 
called  on  the  cashier  of  the  First  National  Bank  of  Youngstown  to 
appear  and  testify,  and  because  he  could  not  testify  without,  to  bring 
^\'ith  him  the  books  of  the  bank  showing  its  deposits.  Thereupon  the 
bank  filed  a  bill  in  equity,  to  enjoin  the  auditor,  alleging  for  cause 
that  such  a  proceeding  on  his  part  would  unlawfully  expose  its  busi- 
ness affairs,  lessen  public  confidence  in  it  as  a  depository  of  moneys, 
diminish  its  deposits,  and  greatly  impair  the  value  of  its  franchises. 
The  circuit  court  dismissed  the  bill  and  the  bank  appealed.  A  motion 
is  now  made  to  dismiss  the  appeal  for  want  of  jurisdiction,  because 
the  value  of  the  matter  in  dispute  does  not  exceed  five  thousand  dol- 
lars. 

The  present  suit  is  not  for  money,  nor  for  anything  the  value  of 
which  can  be  measured  b}'  money.  The  bank  has  no  interest  in  the 
taxes  to  be  placed  on  the  tax  duplicates.  There  is  no  property  in  dis- 
pute between  the  auditor  and  the  bank.  If  the  cashier  is  compelled 
to  testify  and  to  produce  the  books  for  the  purposes  required,  the 
damages,  if  any,  resulting  to  the  bank,  would  be,  in  the  highest 
degree,  remote  and  speculative.  Certainly  no  suit  for  even  nominal 
damages  could  be  sustained  against  the  auditor  on  account  of  what  he 
had  done.  All  the  cashier  is  required  to  do,  is  to  give  testimony  in  a 
proceeding  instituted  under  the  authority  of  law,  by  the  auditor,  to 
perfect  the  tax  lists  of  the  county.  It  is  supposed  the  books  of  the 
bank  contain  evidence  pertinent  to  this  inquir}^,  and  appropriate 
measures  are  taken  to  have  them  produced  for  examination.  The 
case  is  in  no  respect  different  in  principle  from  what  it  would  be  if 
the  evidence  was  called  for  in  an  ordinary  suit  in  a  court  of  justice  be- 
tween individuals. 

Among  the  arguments  in  favor  of  an  inheritance  tax, 
we  frequently  find  the  statement  that  in  all  probability 
the  property  passing  by  inheritance  has  escaped  taxation 
for  years  previous,  and  to  tax  it  as  an  inheritance  is 
simply  to  collect  back  taxes  which  ought  to  have  been 
paid  before.     Without  discussing  the  validity  of  this  ar- 
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gument  as  a  general  principle,  it  is  worthy  of  remark 
that  it  is  ntterly  inapplicable  to  the  state  of  Ohio  under 
the  present  system  of  listing  personal  property.  For, 
under  the  act  of  1886,^  the  auditor  is  empowered  to  col- 
lect evaded  back  taxes  for  the  five  years  preceding 
the  year  when  such  evasion  is  discovered.  This  has 
been  interpreted  to  mean  that  such  taxes  may  be  col- 
lected from  an  estate  just  as  any  other  debt,  and  the  ex- 
ecutors are  compelled  to  pay  them.  The  proceedings  of 
the  probate  courts  were  formerly  watched  by  the  tax 
inquisitors,  and  when  an  estate  upon  which  false  returns 
had  been  made  for  taxation  was  admitted  to  probate,  the 
valuations  were  submitted  to  the  auditor  as  evidence, 
and  he  thereupon  proceeded  to  collect  the  back  taxes. 
But  by  an  act  passed  April  20th,  1893,'  it  was  made  the 
duty  of  the  probate  judge  of  each  county  to  deliver  to 
the  auditor  a  statement  showing  the  appraised  valuation 
of  each  class  of  property  in  each  inventory  which  the 
executors  or  administrators  of  all  estates  passing  by  in- 
heritance are  required  to  make  out.  If  it  should  appear 
from  these  statements  that  false  returns  for  taxation  had 
been  made  by  the  deceased  owner,  the  auditor  should 
proceed  to  collect  the  back  taxes  for  the  five  years  pre- 
ceding the  year  in  which  the  inquiry  is  made,  and  to 
add  fifty  per  cent,  as  a  penalty.  Such  claims  take  pre- 
cedence over  others,  and  the  administrators  are  held  re- 
sponsible for  their  payment.  In  these  cases  no  allow- 
ance is  to  be   made  for  the  tax   inquisitor.     When  it  is 

1  Ante,  p.  175. 

'  Laws  of  Ohio,  90  :  217. 
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Temembered  that  property  improperly  omitted  from  the 
tax  duplicate  may  then  be  made  to  pay  from  ten  to 
twenty  per  cent./  it  will  be  seen  that  this  acts  at  least  as 
effectively  as  an  inheritance  tax  could  do  in  the  way  of 
balancing  evaded  taxes. 

'  Suppose  the  property  to  be  held  in  a  community  where  the  tax 
rate  is  twenty-five  mills  on  the  dollar,  or  two  and  one-half  per  cent. 
This  for  five  years  would  equal  twelve  and  one-half  per  cent.,  and  with 
the  fifty  per  cent,  added  as  a  penalty,  would  amount  to  eighteen  and 
three-fourths  per  cent. 


III. 


THE  RESULTS  OF  THE  vSYvSTEM. 


The  all-important  question  concerning  this  system  of 
listing  personal  property  is,  Does  it  secure  reasonably 
full  returns  ?  If  it  can  be  said  that  the  system  has  ac- 
complished that  end,  almost  any  theoretical  or  senti- 
mental objection  against  it  may  be  overlooked.  On  the 
other  hand,  it  would  seem  that  if  it  has  been  unsuccess- 
ful, it  is  not  worth  while  for  any  state  to  attempt  to  se- 
cure a  full  and  fair  assessment  of  personal  property.  The 
following  table,  taken  from  the  report  of  the  auditor  of 
the  state  for  1897,  shows  a  gradual  increase  in  the  as- 
sessed valuation  of  personal  property  since  1880,  but 
not  enough  to  balance  the  increase  in  population  or 
the  supposed  increase  in  wealth.  It  may  be  noticed  also 
that  prior  to  1880  there  had  been  a  gradual  decrease  for 
several  years.  But  owing  to  the  inflated  currency  of 
that  period,  such  valuations  do  not  throw  much  light  on 

the  question. 

TABLE  I. 

assessed  valuation  of  personal  property  in  ohio,  1870-1897. 

(unit  equals  |i, 000, 000.) 


1870 459.7 

1871 476.5 

1872 494-2 

1873 525.5 

1874 528.1 

1875 535.7 

1876 520.7 

1877 490.2 

1878 461.5 

1879 443.0 


1880. 
i88i_ 
i882_ 
1883. 
i884_ 


.456.2 

-485-7 
-518.2 
-542.2 
-528.3 


1885 509.9 

1886 515.6 

1887 520.2 

1888 532.0 

1889 540.6 


1890 543-8 

1891 556.2 

1892 563.9 

1893 568.6 

1894 542.3 

1895 527-6 

1896 514.0 

1897 5II-I 
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But  since  evasions  are  most  frequent  in  intangible 
forms  of  personal  property,  the  real  test  of  the  efhciency 
of  the  system  will  be  the  way  it  has  effected  the  returns 
of  that  kind  of  property.  Accordingly  in  the  following 
table,  compiled  from  the  annual  reports  of  the  auditor 
of  the  state,  the  five  forms  of  property  most  subject  to 
evasion  have  been  selected  and  the  amount  set  down 
which  has  been  returned  for  the  whole  state  during  each 
year  from  1881  to  1896. 

TABLE  II. 

ASSESSED   VALUATION   OF   FIVE    FORMS    OF    PERSONAI,   PROPERTY   IN 


OHIO, 

[881-1896.     ( 

UNIT  EQUALS    |l, 000,000. 

) 

Value  of  all 

Value  of  all 

All  moneys 

1 

nione}^  in 

credits 
after  de- 

invested in 

Merchants ' 

Manufac- 

possession 

bonds. 

Year 

stock. 

turers' 
stock. 

or  on  de- 
posit  sub- 

ducting all 
bona  fide 

stocks,  joint 
stock  com- 

ject to 

debts. 

panies  or 

order. 

otherw-ise. 

i88i_ 

44-5 

16.1 

40.6 

lOI.I 

8.6 

i882_ 

47.8 

17.0 

46.1 

104.8 

8.3 

1883- 

48.2 

17.6 

42.8 

107.5 

9-6 

1884, 

47.  i 

17.8 

38. 1 

109.6 

8.0 

1885- 

45.4 

17.1 

34-3 

107.6 

8-5 

i886_ 

44-7 

16.0 

34.3 

108.0 

8.8 

i887_ 

43-8 

16.0 

35.1 

106.2 

7.8 

i888_ 

44.0 

16.1 

33.8 

III. 9 

7-4 

i889_ 

42.8 

16.8 

35.0 

1 14.0 

8-5 

1890, 

41.9 

16.3 

36.4 

III. 4 

8.0 

1891- 

42.7 

17.5 

37.9 

113.9 

10.7 

1892. 

42.1 

17.9 

38.4 

113-8 

10.6 

1893- 

43-1 

17.5 

41.6 

III. 2 

9-7 

1894- 

40.4 

16.6 

35-4 

110.9 

6.8 

1895- 

50.3 

16.5 

36.9 

106.4 

7-8 

1896. 

38.7 

15.4 

34-7 

102.8 

7.3 

It   will    be    noted    that    as    regards    these   forms   of 
property    the    only    effect    which    can    reasonably    be 
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traced  to  the  working-  of  the  inquisitor  system,  is  the 
slight  increase  after  1888,  the  year  when  the  law  was 
made  applicable  to  all  the  counties  of  the  state,  in  the 
column  headed  "  Value  of  all  Credits  after  deducting 
bo7ia  fide  Debts."  But  this  increase  is  only  temporary, 
as  the  amount  begins  to  fall  off  again  after  1892. 
Whether  the  increase  from  1888  to  1892  was  due  to  the 
unusually  good  times  of  that  period,  and  the  subsequent 
falling  off  to  the  hard  times  following  the  panic  of  1893, 
would  be  difficult  to  say  ;  but  it  seems  somewhat  improb- 
able from  the  fact  that  the  other  columns  fail  to  show 
a  corresponding  tendency.  Such  a  conclusion  is 
rendered  still  more  improbable,  and  greater  weight 
attaches  to  the  suggestion  that  the  tax  inquisitors  had 
something  to  do  with  it,  from  the  following  facts. 

First,  it  is  in  the  field  of  credits  that  the  inquisitors 
do  most  of  their  work. 

Second,  according  to  the  auditor's  reports,  there  was 
added  to  the  tax  duplicate  through  information  fur- 
nished by  the  inquisitors  during  the  years  1893-96,'  the 
following  amounts,  which  must  have  influenced  some- 
what the  total  assessments  of  intangible  property. 

1893 131,915,528 

1894 18,357,913 

1895 22,024,238 

1896 11,968,965 

But  it  must  be  confessed  that  even  this  is  not  a  very 
large  amount  relatively,  and  probably  represents  only  a 
small  proportion  of  the  intangible  property  actually 
omitted    from    the   tax    duplicate.     During  these  same 

^  Statistics  prior  to  1893  are  not  available. 
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years  the  number  of  counties  '  employing  a  tax  inquisitor 
was  as  follows  : 

1893 55 

1894 51 

1895 49 

1896 45 

This  list,  however,  includes  the  principal  city  counties 
of  the  state,  where  it  is  supposed  that  the  tax  evasions 
are  most  common.  It  will  be  noted  that  the  number 
of  counties  employing  tax  inquisitors  has  fallen  off  since 
1893,  and  that  there  is  a  similar  falling  off  in  the 
amounts  added  to  the  duplicate  by  the  inquisitors. 
Perhaps  this  has  something  to  do  with  the  decline  in 
the  amount  of  credits  on  the  duplicate  since  that  time. 

It  is  apparent  that  the  foregoing  figures  are  not  con- 
clusive one  way  or  the  other,  for  while  there  does  not 
appear  to  be  any  marked  increase  in  the  assessed  valua- 
tion of  personal  property,  it  is  conceivable  that  the  in- 
quisitor system  may  have  prevented  a  considerable  de- 
crease. The  general  tendency  throughout  the  country 
is.  for  the  assessed  valuation  of  personal  property  to  de- 
crease at  a  pretty  rapid  rate,  especially  in  our  larger 
cities.  The  table  on  the  following  page  contains  the 
figures  for  the  counties  containing  Cleveland  and  Cin- 
cinnati, the  two  principle  cities  of  the  state,  where  the 
inquisitor  system  has  had  the  longest  trial. 

It  appears  that  though  Cincinnati  is  the  home  of  the 
inquisitor  system,  she  has  in    spite  of    that  system  fol- 

^  There  are  88  counties  in  the  state.      These  figures  are  gathered 
from  annual  reports  of  the  secretary  of  state. 
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TABLE  III. 

ASSESSED  VALUATION  OF   PERSONAI.  PROPERTY   FOR  TWO   COUNTIES, 
1880-1897.      (unit   EQUALS  |l, 000,000. ) 


Cuyahoga  County. 


Hamilton  County. 


1880 25.8 

1881 26.0 

1882 27.7 

1883 28.8 

1884 28.8 

1885 29.6 

1886 31.2 

1887 32.3 

1888 ^33-6 

1889 32.9 

1890 34.6 

1891 36.5 

1892 37.6 

1893 38.8 

1894 38.5 

1895 37-8 

1896 39.9 

1897 41-5 


1880 46.2 

1881 50.4 

1882 54.4 

1883 56.3 

1884 54.1 

1885 51.6 

1886 51.4 

1887 53-1 

18S8 51.5 

1889 49.9 

1890 50.4 

1891 55.1 

1892 54.8 

1893 53.9 

1894 50.7 

1895 48.9 

1896 47.1 

1897 44.9 


lowed  the  example  of  other  large  cities.  In  Cleveland 
there  has  been  a  pretty  constant  increase,  due  mainly  to 
the  city's  more  rapid  growth,  and  partly,  perhaps,  to  the 
greater  efficiency  of  the  work  of  the  inquisitors.  A 
glance  at  Table  V  (pp.  206-10)  will  show  that  for  recent 
years,  at  least,  the  amount  of  property  placed  on  the  du- 
plicate by  the  inquisitors  has  been  much  greater  in 
Cleveland  than  in  Cincinnati. 

Table  IV,  compiled  from  the  last  three  United  States 
census  reports  on  taxation,  shows  how  the  two  principal 
city  counties  of  Ohio,  Cuyahoga  and  Hamilton,  compare 
with  the  counties  containing  the  twenty-four  other 
larsfest  cities  in  the  United    States.     The    first   column 
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under  each  year  shows  the  assessed  valuation  of  person- 
alty, the  second  the  assessed  valuation  of  realty,  and  the 
third  the  ratio  of  personalty  to  realty — personalty  being 
in  each  case  represented  by  i,  and  realty  by  the  other 
term  of  the  ratio.  The  extreme  right  hand  column  con- 
tains the  estimates,  according  to  the  Eleventh  Census,  of 
the  ratio  of  the  assessed  valuation  of  realty  to  its  actual 
value  in  these  same  counties. 

From  this  table  there  does  not  appear  to  be  anything 
to  sharply  distinguish  the  city  counties  of  Ohio  from 
those  of  other  states.  It  will  be  seen  that  the  two  Ohio 
counties  show  a  fall  in  the  ratio  of  personalty  to  realty 
from  1870  to  1880,  and  no  appreciable  change  from  1880 
to  1890.  This  probably  indicates  that  the  inquisitor 
law  has  checked  the  fall.  But  we  cannot  be  too  sure  of 
this,  for  the  two  Pennsylvania  counties,  Philadelphia 
and  Allegheny,  show  a  considerable  fall  in  the  ratio  from 
1870  to  1880,  and  a  remarkable  increase  from  1880  to 
1890,  a  fact  which  indicates  a  radical  change  in  the 
methods  of  assessment  during  the  latter  decade.  It  is 
true,  the  New  York  counties.  New  York,  Kings,  Erie, 
and  Monroe,  show  a  continuous  and  rapid  falling  off  in 
the  ratio  of  personalty  to  realty  during  the  whole  twenty 
years ;  but  it  is  notorious  that  in  New  York  no  real  ef- 
fort is  made  to  carry  out  the  laws  respecting  the  taxa- 
tion of  personal  property  and  these  counties  furnish  no 
basis  of  comparison.  As  compared  with  Wayne  County, 
Michigan,  Milwaukee  County,  Wisconsin,  Hennepin 
and  Ramsey  Counties,  Minnesota,  Douglas  County,  Ne- 
braska, St.   Louis  and  Jackson  Counties,  Missouri,  the 
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two  Ohio  counties  make  a  very  favorable  showing.  This 
seems  like  a  fair  comparison,  with  the  advantages  on 
the  side  of  the  above  named  counties,  for  they  are  all 
farther  west,  where  abuses  in  taxation  are  in  general  less 
pronounced  than  in  tlie  East ;  they  are  in  the  same  gen- 
eral section,  the  north  central,  where  social  and  economic 
conditions  are  not  very  different ;  and,  finally,  they  all, 
with  the  exception  of  St.  Louis  County,  ]\Iissouri,  con- 
tain smaller  cities  than  Cleveland  and  Cincinnati  and 
hence  we  might  expect  abuses  in  taxation  to  be  less  than 
in  the  two  Ohio  counties.  Marion  County,  Indiana, 
and  Jefferson  County,  Kentucky,  make  a  rather  more 
favorable  showing  ;  but  the  cities  which  they  contain, 
Indianapolis  and  Louisville,  are  smaller  than  the  two 
Ohio  cities,  and  besides,  as  stated  earlier  in  this  paper, 
both  Indiana  and  Kentucky  have  tax  inquisitor  systems 
of  their  own  quite  as  stringent  as  that  of  Ohio. 

The  foregoing  table  was  compiled  to  see  if  anything 
definite  could  be  proved  in  favor  of  the  Ohio  system.  It 
does  not  appear  that  anything  conclusive  can  be  demon- 
strated, but  the  table  reveals  some  facts  which  are  at  least 
suggestive  and  decidedly  favorable  to  the  Ohio  tax 
system,  and  it  is  given  for  what  it  is  worth. 


IV. 

HOW  THE  SYSTEM  IS  REGARDED. 

As  might  have  been  expected,  a  law  so  drastic  has 
called  forth  a  great  deal  of  criticism  and  opposition. 
The  term  "  Tax  Inquisitor  Law,"  which  is  now  com- 
monly applied  to  it,  was  originally  given  as  an  oppro- 
brious title.  Nevertheless  it  has  a  great  many  defend- 
ers, as  is  shown  by  the  fact  that  the  repeated  attempts 
to  secure  its  repeal  have  failed.  Among  the  county 
auditors,  even  where  it  is  made  use  of,  there  is  a  good 
deal  of  divergence  of  opinion  ;  but  replies  from  seventy 
out  of  the  eighty-eight  county  auditors  of  the  state,  show 
a  decided  majority  in  its  favor.  One  auditor  is  of  the 
opinion  that  if  the  law  were  repealed,  the  returns  of  per- 
sonal property  in  his  county  would  be  reduced  one- 
fourth.  A  large  number  express  themselves  very  em- 
phatically in  its  favor,  declaring  that  "  there  is  no  more 
valuable  or  just  law  on  the  statute  books ; "  that  "  it 
never  did  any  harm  to  an  honest  man  ;  "  that  "  a  man 
who  will  swear  falsely  to  the  assessor  about  his  prop- 
erty is  disqualified  from  giving  testimony  against  the 
law." 

The  following  letter  from  an  auditor  fairly  represents 

the  working  of  the  law  in  one  county,  with  a  relatively 

small  population  and  no  large  city. 

A  few  facts  and  figures  concerning  the  tax  inquisitor  law,  and  some 
results  in County,     i .  Amount  placed  on  the  duplicate  and 
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collected,  abotit  175,000.  2.  Amount  of  inone3's  and  credits  returned 
for  taxation  : 

1886 $1,449,726  1892 11,447,328 

1887 1,364,441  1893 1,719,675 

1888 1,391,880  1894 1,739,022 

1889 1,424,748  1895 1,699,669 

1890 1,380,196  1896 1,780,411 

1891 1,427,609  1S97 1,789,498 

See  the  increase  since  1892,  ^vhen  the  work  was  begnn.  3.  In  addi- 
tion to  the  increase  of  moneys  and  credits  returned  since  1892,  hun- 
dreds of  thousands  of  dollars  have  been  invested  in  new  buildings  in 

,  which  have  gone  upon  the  duplicate  as  real  estate.     4.  None 

of  the  additions  were  made  without  the  consent  of  the  parties,  as  the 
papers  are  on  file  sho-ndng  in  each  case  that  the  parties  signed  an 
acknowledgment  that  they  had  not  made  full  returns,  and  that  they 
were  indebted  to  the  coimty  in  the  sums  named.  Without  the  inquisi- 
tor, very  little,  if  anything,  would  have  been  added  ;  and  as  long  as 
people  evade  returning  their  property  for  taxation,  if  no  effort  is  made 
to  secure  better  returns,  it  is  unfair  to  those  who  do  make  honest  re- 
turns, for  whatever  amount  of  tax  is  lost  through  property  that  is  not 
returned  must  be  assessed  upon  the  property  that  is  returned,  thus 
making  the  persons  who  give  in  the  full  amount  of  their  property  pay 
an  increased  amount,  or  more  than  their  just  proportion  of  taxation. 
Nothing  can  be  added  illegally.  If  any  attempt  should  be  made  to  do 
so,  the  courts  "\^nll  alwa3's  protect  the  person  in  his  rights.  The  person 
who  returns  his  property  for  taxation  need  have  no  fear  of  a  tax  in- 
quisitor. It  is  those  who  do  not  make  fair  returns  that  oppose  it,  for 
they  well  know  that  if  there  is  no  tax  inquisitor  they  are  in  but  little 
danger,  and  can  return  their  property  as  suits  them  best.  Some  would 
continue  to  make  honest  returns,  but  others  would  see  their  oppor- 
tunity of  escaping,  and  would  return  nothing  in  many  cases,  or  if  any, 
it  would  be  scaled  down,  as  shown  by  some  of  the  cases  cited  below. 
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CERTAIN  CASKS,  SHOWING  THE  AMOUNTS  FOUND   BY  THE   INQUISITOR 
AND  THE  AMOUNTS   RETURNED. 


Found. 


Returned. 


J;i2,ooo I  600 

7,000 Nothing 

6,800 2,000 

2,000 500 

5,000 Nothing 

2,Soo Nothing 

9,000 4,000 

16,000 8,000 

12,000 4,000 

27,500 9,500 

6,400  _  1,200 

6,000 2,000 

23,000 6,000 

9,900 1,500 

5,100 1,400 

1,900 Nothing 

1,400 " 

1,600 " 

1,000 " 

5,500 2,500 

1,500 Nothing 

12,000 7,000 

3,000 Nothing 

4,100 900 

7,500 Nothing 

10,000 5,500 

5,900 500 


Found. 


Returned. 


3,000 Nothing 

3,000 

44,100 14,500 

11,700 300 

10,000 500 

7,000 Nothing 

5,700 " 

5,500 1,000 

6,200 Nothing 

8,500 4,100 

9,000 6,000 

2,000 Nothing 

4,300 1,500 

4,000 1,200 

4,100 1,300 

5,000 1,000 

16,300 1,000 

4,500 1,500 

6,500 800 

9,000 Nothing 

7,880 1,140 

14,100 5,900 

3,300 300 

4,000 1,500 

15,4^10 6,000 

9,500 2,500 

29,000 10,000 


Found. 


Returned. 


5,000 Nothing 

6,500 500 

2,400 100 

5,000 Nothing 

4,400 1,400 

8,070 3,000 

12,000 Nothing 

2,200 " 

9,580 1,000 

10,800 Nothing 

4,700 " 

2,000 " 

8,000 " 

4,500 " 

3,000 700 

4,300 Nothing 

2,800 100 

4,000 Nothing 


As  stated  before,  it  is  quite  generally  the  custom  to 
employ  a  tax  inquisitor  from  outside  the  county.  Of 
the  seventy  counties  from  which  replies  have  been  re- 
ceived, fifty-six  reported  having  employed  tax  inquis- 
itors, and  of  these,  forty-one  let  the  contract  to  parties 
outside  the  home  county.  The  reason  is  manifest.  One 
rather  striking  exception  is  noted  in  the  following  ex- 
tract from  a  letter  written  by  a  county  auditor : 

Home  men  as  tax  inquisitors  have  been  a  failure  with  our  county 
till  the  present  one  was  appointed.     Mr. was  appointed  six 
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months  ago,  and  to  show  you  that  it  requires  a  man  of  considera1)le 
business  quahfications  to  be  a  successful  tax  inquisitor,  the  present 
inquisitor  spent  sixteen  j^ears  as  deputj'  auditor  of  this  county,  and 
twelve  years  as  bank  cashier  of  one  of  our  banks.  Hence  he  is  well 
qualified,  and  wdll  turn  into  the  county  treasury  about  |;io,ooo  the 
first  year  of  his  service.  The  money,  he  finds,  belongs  to  people  who 
are  amply  able  to  pay  their  part  of  the  tax.  In  fact,  the  majority  are 
clear  cases  of  trj-ing  to  beat  the  county. 

There  are  a  number  of  individuals  throughout  the 
state  who  make  a  business  of  the  work  of  tax  inquisitor. 
It  is  quite  common  for  the  same  individual  or  firm  to 
have  a  contract  in  several  counties  at  once.  There  is 
supposed  to  be  a  certain  amount  of  co-operation  between 
different  inquisitors  in  the  way  of  furnishing  informa- 
tion to  one  another ;  and  a  system  of  sub-contracts  is 
even  hinted  at,  but  such  things  cannot  be  proved. 

The  objections  to  the  system  are  numerous,  but  they 
may  all  be  reduced  to  four  principal  ones.  First,  the 
system  is  inquisitorial.  That,  of  course,  must  be  granted. 
But  to  condemn  the  law  on  that  ground  is,  as  one  man 
has  expressed  it,  "  very  much  like  giving  a  dog  a  bad 
name  and  then  hanging  him  for  it."  Any  law  is  in- 
quisitorial which  seriously  attempts  to  assess  personal 
property.  One  opponent  of  the  law  has  stated  that  he 
wished  to  have  it  repealed,  so  that  the  New  York  prac- 
tice of  assessing  intangible  property  at  a  merely  nominal 
sum  w^ould  gradually  be  introduced,  without  any  other 
change  in  the  tax  law  of  the  state,  and  without  necessi- 
tating an  amendment  to  the  state  constitution.  But  the 
justice  of  such  a  plan  would  be  hard  to  defend.  It 
would  simply  mean  that  all  property  now  subject  to  tax- 
ation  would   remain   so,  but  only   the  tangible    forms. 


202  Eco7iomic  Studies. 

which  could  not  be  hid,  and  the  intangible  property  be- 
longing to  honest  men,  who  would  not  hide  it,  would 
be  taxed.  If  personal  propert}'  of  all  kinds  is  to  be  taxed 
at  all,  every  effort  ought  in  justice  to  be  made  to  enforce 
the  law  impartially.  So  far  no  evidence  has  been  made 
public  showing  that  the  inquisitors  have  wrought  injury 
or  hardship  on  anyone  who  had  really  and  conscientiously 
returned  his  property  for  taxation.  If  the  enemies  of 
the  law  would  bring  to  light  a  few  such  cases,  it  would 
do  a  great  deal  toward  creating  public  opinion  against  it. 
In  the  second  place,  it  is  urged  that  the  law  is  driving 
capital  out  of  the  state.  But  this  is  a  cry  that  is  heard 
in  every  state,  and  it  would  be  interesting  to  know  where 
all  the  capital  goes  to.  Every  state  in  the  union,  ac- 
cording to  this  rumor,  is  losing  vast  sums.  In  what  place 
do  rich  capitalists  congregate  to  escape  taxation  ?  The 
discovery  of  that  cave  of  Adullam  has  not  been  an- 
nounced. Aside  from  the  improbability  of  the  story,  it 
must  be  borne  in  mind  that  taxes  are  not  usually  levied 
for  the  fun  of  it,  nor  for  the  purpose  of  harrassing  rich 
capitalists.  They  are  levied  for  revenue,  and  revenue 
must  be  had.  If  one  tax  is  not  to  be  endured,  some 
other  tax  must  be.  If  certain  individuals  escape  taxation, 
others  must  pay  more.  Now,  if  the  tax  collector  must 
deal  gently  with  one  class  of  individuals  lest  they  flee 
from  the  state,  this  same  tax  collector  must  deal  the 
more  hardly  with  the  other  class.  But  if  he  attempts  to 
collect  more  taxes  from  the  second  class  in  order  to  re- 
lieve the  first,  the  members  of  the  second  class  will  also 
have    every   inducement  to   flee.     So    the   state  would 
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probably  lose  as  much  as  it  would  gain  by  dealing 
tenderly  with  those  whose  consciences  will  permit  them 
to  ignore  their  duties  to  the  state  and  falsify  their  tax 
returns.  In  the  face  of  this  dilemma  it  would  seem  about 
as  safe  as  any  way  for  the  tax  collector  to  go  ahead  and 
ignore  threats  of  leaving  the  state,  and  to  do  simple  justice 
to  all.  But  from  higher  considerations  the  state  cannot 
afford  to  allow  itself  to  be  bullied  by  threats  of  this  kind. 
As  evidence  of  the  exodus  of  capital  from  the  state,  it 
has  been  seriously  pointed  out  that  the  value  of  real  es- 
tate in  Cleveland  is  much  depressed.  To  say  nothing  of 
the  insufhciency  of  the  argument  Post  hoc  ergo  propter 
hoc^  this  argument  overlooks  one  very  important  consid- 
eration, namely,  the  effect  of  a  higher  tax  on  the  price 
of  real  estate.  If  the  tax  inquisitor  is  driving  capital 
out  of  Cleveland,  it  must  be  because  he  is  subjecting 
property  to  taxation  which  would  otherwise  escape.  But 
if  this  property  should  escape  taxation,  a  higher  rate 
would  have  to  be  levied  upon  other  property,  princi- 
pally real  estate,  in  order  to  get  the  same  revenue.  A 
high  tax  rate  is  something  which  a  prospective  buyer  of 
real  estate  will  consider.  He  will  pay  less  for  a  given 
piece  of  property,  if  it  is  taxed  at  a  high  rate,  than  he 
would  if  it  were  taxed  at  a  lower  rate,  other  conditions 
remaining  the  same.  Of  course  it  might  be  urged  that 
when  the  capital  is  driven  out  of  the  city  it  escapes  tax- 
ation, and,  at  the  same  time,  ceases  to  compete  with 
other  capital  for  opportunities  for  investment.  But  the 
exodus  of  capital  must  be  proved  on  other  grounds  than 
the  depression  in  the  value  of  real  estate,  which  can  be 
accounted  for  in  other  ways. 
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In  the  third  place,  it  is  objected  that  under  the  in- 
quisitor law  the  auditor  is  the  sole  judge  as  to  whether 
the  person  summoned  before  him  has  or  has  not  wrong- 
fully omitted  his  property  from  the  duplicate.  And 
since  he  gets  five  per  cent,  of  the  taxes  added  in  this 
way,  he  is  under  temptation  to  decide  in  the  direction  of 
his  commission.  This  is  undoubtedly  open  to  criticism  ; 
but  it  is  no  part  of  the  inquisitor  system  itself.  The 
auditor  has  the  same  authority  in  a  county  where  no  in- 
quisitor is  employed.  Besides,  if  the  auditor  wrongfully 
burdens  any  one  with  taxes,  recourse  to  the  courts  is 
always  open.  Experience  has  shown  that  in  spite  of 
their  commissions  auditors  are  more  prone  to  error  in 
the  way  of  too  great  leniency  than  otherwise. 

Finally,  it  is  argued  that  the  results  of  the  work  of 
the  inquisitors  are  too  insignificant  to  pay  ;  that  it  is  not 
worth  while  to  keep  up  such  a  system  and  create  dis- 
turbance in  business  for  the  meagre  sums  which  they 
add  to  the  tax  duplicate.  Here  we  undoubtedly  meet 
with  a  valid  objection  to  the  system.  The  results  must 
be  disappointing  even  to  the  friends  of  the  system. 
They  can  only  hope  that  the  unseen  results  may  be 
more  important  than  those  which  are  seen.  That  is  to 
say,  the  presence  of  a  tax  inquisitor  in  a  county  may  in- 
duce a  number  of  taxpayers  to  make  fuller  returns  than 
they  otherwise  would.  Thus  the  county  would  gain  by 
additions  to  its  tax  duplicate  which  would  not  appear  in 
the  tables  of  results  of  the  work  of  the  inquisitor.  But 
upon  this  point  nothing  definite  can  be  shown. 

Reference  to  Table  V  (pp.  206-10)  will  reveal  that  in 
a  large  number  of  the  counties  which  employed  tax  in- 
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quisitors  in  1895,  the  amount  added  to  the  duplicate 
through  their  efforts  amounted  to  less  than  one  per  cent, 
of  the  total  personal  property.  In  only  thirteen  cases 
does  it  reach  five  per  cent.,  and  in  only  seven  does  it 
reach  ten  per  cent.  If  compared  with  the  total  taxable 
property,  the  percentages  would,  of  course,  in  every 
case,  be  much  less. 

There  are  certain  minor  objections,  such  as  the  one 
that  the  county  comissioners  are  not  required  by  law  to 
let  the  contract  to  the  lowest  bidder.  But  manifestly 
this  would  be  absurd.  The  lowest  bidder  might  not  be 
in  a  position  to  render  the  county  the  service  required. 
The  man  who  would  turn  into  the  county  treasury  fifty 
thousand  dollars  would  be  a  more  profitable  servant  at  a 
commission  of  twenty  per  cent,  than  one  who  could  only 
turn  in  thirty  thousand  dollars,  even  though  he  only 
asked  one  per  cent,  commission.  Another  minor  ob- 
jection, sentimental  in  character,  is  the  fear  that  pri- 
vate individuals  will  make  a  profit  out  of  the  system. 

Among  the  minor  arguments  against  the  system,  the 
statement  is  often  found  that  it  bears  more  heavily  upon 
the  rural  than  upon  the  urban  counties.  A  reference  to 
Table  V  does  not  reveal  any  such  state  of  affairs.  It  will 
be  seen  in  this  table,  however,  that  in  the  larger  city  coun- 
ties the  ratio  of  the  valuation  of  personal  property 
to  the  total  valuation  of  all  property  is  lower  than  in  the 
rest  of  the  state.  But  it  does  not  appear  that  this  is  in 
any  sense  due  to  the  inquisitor  law,  for,  strange  as  it 
may  seem,  those  counties  which  employ  tax  inquisitors 
do  not  show  that  personal  property  forms  a  larger  per- 
centage of  all  property  than  those  which  do  not. 
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V. 

CONCLTSION. 

The  Ohio  Tax  Inquisitor  Law  has  now  been  in  opera- 
tion for  ten  vears  (in  the  two  largest  cities  for  a  longer 
period),  and  it  onglit  to  be  possible  by  this  time  to  reach 
some  conclnsion  as  to  its  efficiency.  Bnt  it  does  not  ap- 
pear to  be  either  a  prononnced  snccess  or  a  conspicuous 
failure.  It  has  demonstrated  that  it  is  not  capable  of  re- 
forming the  general  property  tax.  In  spite  of  its  opera- 
tion, abuses  and  evasions  undoubtedly  continue  to  exist. 
This  is  shown  by  the  continued  falling  off  in  the  assessed 
valuation  of  personal  property  in  such  a  city  as  Cincin- 
nati, where  the  system  has  Ijeen  tried  longest.  But  as 
compared  with  other  states,  the  general  property  tax 
works  remarkably  well  in  Ohio.  Nowhere  in  this  state 
does  one  find  such  humiliating  failures  to  secure  adequate 
returns  of  personal  property  as  are  met  with  in  the  older 
states,  where  that  form  of  taxation  is  still  preserved. 
The  inquisitor  law  seems,  in  fact,  like  a  last  attempt  to 
buttress  up  the  decaying  general  property  tax,  which  in 
spite  of  the  practical  difficulties  in  the  way  of  its  admin- 
istration, is  still  popularly  regarded  throughout  the 
United  States  as  the  ideal  tax  system.  And  it  must  be 
admitted  that,  if  the  general  property  tax  is  to  be  re- 
tained, every  reasonable  effort  ought  to  be  made  to 
properly  enforce  it.  Though  the  inquisitor  law  alone 
does  not  show  itself  capable  of  preventing  abuses  and 
evasions,  it  can  be  shown  to  secure  the  listing  for  taxa- 
tion of  a  considerable  amount  of  intangible  property  in 
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the  aggregate.  This  amount  is  small,  however,  as  com- 
pared with  the  taxable  property  in  the  state  ;  but  it  is 
unquestionably  sufficient  to  justify  the  continuance  of 
the  law,  especially  since  there  are  so  few  objections  to 
it.  For  it  cannot  be  shown  to  have  worked  injustice, 
and  it  is  doubtful  if  it  has  driven  capital  from  the  state 
in  appreciable  quantities.  That  it  is  inquisitorial,  may 
or  may  not  be  true,  according  as  we  define  that  word  ; 
but  this  is  a  purely  sentimental  objection,  and  scarcely 
worthy  of  consideration. 

Nevertheless,  the  system  seems,  from  present  indica- 
tions, to  be  breaking  down.  This  is  shown  by  the  fall- 
ing off  in  the  number  of  counties  availing  themselves  of 
the  system,  and  in  the  reduction  in  the  amount  of  prop- 
erty discovered  and  subjected  to  taxation  by  means  of 
it.  Moreover,  there  is  an  organized  and  persistent  cam- 
paign against  it  by  a  very  influential  class  of  citizens 
and,  though  previous  attempts  have  failed,  there  is  a 
strong  probability  of  its  being  repealed  before  long. 
This  organized  effort  against  it  has  already  made  a  few 
county  auditors  where  the  system  is  adopted  reluctant 
to  enforce  its  provisions,  or  to  cooperate  with  the  in- 
quisitor in  the  search  for  omitted  property.  Where  this 
is  the  case,  the  system  is  practically  useless.  Mean- 
while, the  general  property  tax  enjoys  the  prospect  of 
an  indefinite  survival.  There  is  little  to  encourage  the 
hope  of  a  reform  of  the  general  system  of  taxation,  and, 
if  the  tax  inquisitor  law  is  repealed,  there  is  reason  to 
fear  that  the  present  system  of  taxing  all  forms  of  prop- 
erty at  a  uniform  rate,  will  be  less  well  enforced  than  it  is 
now.     The  prospect  is  not  very  flattering  for  tax  reform. 
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THE  AMERICAN  FEDERATION  OF  LABOR. 

INTRODUCTION. 

So  much  success  as  trade  unions  in  the  United  States 
have  as  yet  attained  is  due  in  considerable  measure  to 
their  combination  for  concerted  action.  Before  1850  a 
trade  union  seldom  extended  beyond  the  members  of  a 
trade  in  a  single  town.  Gradually,  however,  the  work- 
men have  responded  to  the  increasing  need  for  a  larger 
unity  until  to-day  one  can  no  longer  think  of  trade 
unions  as  local  bodies  with  a  narrow  range  of  influence, 
but  as  organizations  of  national  extent  and  national  im- 
portance. In  the  following  pages  a  study  is  made  of 
the  most  comprehensive  labor  organization  in  America, 
the  American  Federation  of  Labor,^  which  aims  to  unite 
for  concerted  action  "  every  trade  and  labor  organization 
in  America  under  the  trades-union  system  of  organiza- 
tion." 

^  Only  two  accounts,  both  slight,  of  the  American  Federation  of 
Labor  have  been  published  :  by  President  Samuel  Gompers,  in  The 
Labor  Movement  :  the  Problem  of  To-day,  (edited  by  George  E. 
McNeill),  pp,  596a-596p,  and  by  P.  J.  McGuire,  The  American  Fed- 
eration of  Labor — Its  History  and  Aims,  published  as  an  appendix  to 
the  reprint  by  the  Federation  of  a  pamphlet  on  Trade  Unions  by  Wm. 
Trant,  pp.  38-43..  The  chief  printed  sources  of  information  are  :  (i) 
Reports  of  the  annual  conventions  of  the  Federation.  (2)  Two  verba- 
tim reports  of  debates  in  the  conventions  of  1890  and  1894  on  the  rela- 
tion of  the  Federation  to  the  Socialist  Labor  Party  and  to  socialism. 
(3)  The  American  Federationist,  the  official  journal  of  the  Federa- 
tion, published  monthly  since  1894.  (4)  Eight  pamphlets  on  the 
principles  of  trade  unionism  and  the  eight  hour  movement,  published 
by  the  Federation. 
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I  wish  to  express  my  obligation  to  the  members  of  the  Federation 
who  have  given  me  assistance,  especially  Messrs.  Foster,  Furuseth, 
Gompers,  Kreft,  Lloyd,  Morrison,  P.  J.  McGuire,  McNeill,  and  Stras- 
ser,  ^\■ithout  whose  aid  this  account  would  have  been  much  less  com- 
plete. 

The  Federation  has  never  published  accurate  statistics  of  the  total 
number  of  workmen  in  the  organizations  which  it  represents.  Estimates 
of  its  present  numbers,  given  me  by  several  prominent  men  in  the 
Federation,  vary  all  the  way  from  350,000  to  700,000. 


HISTORY  AND  ORGANIZATION. 

When  the  American  Federation  of  Labor  was  founded 
in  1 88 1,  many  of  the  local  trade  unions  had  already  be- 
gun to  learn  the  lesson  of  combination.  In  the  decade 
before  the  Civil  War,  local  unions  in  several  industries 
had  united  into  national  unions  (often  called  "  interna- 
tional "  unions  when  they  included  Canadian  branches) ; 
but  each  of  these  central  organizations  was  confined  to 
the  unions  of  a  single  trade.  The  next  step  was  the 
federation  of  all  the  unions  in  a  single  city,  of  whatever 
trade,  into  a  delegate  body,  usually  called  a  central  labor 
union.  What  these  central  labor  unions  do  for  the 
trades  unions  of  a  city,  the  American  Federation  of  La- 
bor does  for  the  trade  unions  of  the  country. 

The  American  Federation  of  Labor  was  not  without 
precedents  in  the  American  labor  movement.  Aside 
from  the  central  labor  unions  in  Cincinnati,  Boston 
and  New  York,  the  first  instance  of  a  federation 
which  included  trade  unions  of  various  trades  was 
the  National  Labor  Union.  This  organization,  founded 
at  Baltimore  in  1866,  could  fairly  be  called  a 
national  body,  embracing  as  it  did  the  strongest 
national  trade  unions  in  the  country.  Two  demands 
of  this  union  were  not  in  vain :  it  pointed  out  the 
need  of  a  national  labor  bureau,  and  it  worked  for  an 
eight  hour  day  for  all  government  employees.     But  the 
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union  itself  held  its  last  convention  in  1872,  when  it 
yielded  to  the  fatal  temptation  of  going  into  politics  and 
nominated  a  candidate,  David  Davis  of  Illinois,  for  the 
Presidency.  This  political  action  provoked  so  much 
discussion  that  one  local  union  after  another,  believing, 
as  Mr.  McGuire  says,  that  the  National  Labor  Union 
had  entered  a  field  of  operations  for  which  it  was  not 
intended,  withdrew  its  support. 

In  the  period  between  the  crisis  of  1873  and  the  year 
1 88 1  half  a  dozen  labor  organizations  composed  of  work- 
men from  various  trades  had  a  considerable  membership. 
They  were  not,  however,  wholly  of  a  trade  union  char- 
acter, but  entered  largely  into  politics  ;  they  were  all 
secret  orders  ;  and  most  of  them  were  only  represented 
in  a  group  of  states.  x\t  least  three  attempts  were  made 
to  unite  these  organizations  into  a  large  federation,  but 
failed  owing  to  the  intense  rivalry  between  them,  each 
anxious  to  overreach  the  other.  Aside  from  the  national 
unions  in  a  few  trades,  the  most  striking  characteristic 
of  labor  organizations  during  this  period  was  lack  of 
unity.  So  long  as  these  secret  orders,  some  of  which 
declared  that  trade  unions  had  outlived  their  usefulness, 
thrived,  any  comprehensive  trade  union  organization 
was  well  nigh  impossible.  With  the  exception  of  the 
Knights  of  Labor,  however,  all  these  secret  orders  were 
short-lived.*  Such,  in  brief,  had  been  the  development 
of  trade  union  organization  in  the  United  States  before 
1 88 1,  when  the  American  Federation  of  Labor  was 
founded. 

'  These  organizations  are  described  by  Messrs.  Gompers  and  Mc- 
Guire in  the  sketches  just  referred  to. 
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The  preliminary  step  in  the  organization  of  the  Fed- 
eration was  a  convention  called  Angust  2,  1 881,  at  Terre 
Haute,  Indiana,  by  two  secret  orders,  the  Knights  of  In- 
dustry, and  the  x\nialganiated  Labor  Union,  a  body  com- 
posed of  the  disaffected  members  of  the  Knights  of  La- 
bor. Although  on  the  face  of  the  call  the  object  of  this 
convention  was  the  establishment  of  a  national  labor 
congress,  its  real  object  (so  Mr.  McGuire  tells  us)  was 
the  foundation  of  a  new  secret  order  to  supplant  the 
Knights  of  Labor.  The  trades  union  delegates,  how- 
ever, many  of  whom  at  this  time  were  also  members  of 
the  Knights  of  Labor,  successfully  opposed  this  plan. 
Instead,  they  issued  a  call  for  a  second  convention  at 
Pittsburg  in  the  same  year,  where  they  organized  the 
Federation  of  Organized  Trades  and  Labor  Unions  of 
the  United  States,  which  became  in  1886  the  American 
Federation  of  Labor.  Since  1889  the  latter  Federation 
has  recognized  the  continuity  of  organization  by  dating 
all  its  proceedings  from  1881. 

To  understand  the  organization  of  the  American  Fed- 
eration of  Labor  we  must  consider  the  various  forms  of 
unions  of  which  it  is  composed,  their  relation  to  each 
other  and  their  relative  importance.  Four  varieties  of 
trade  unions  are  affiliated  with  the  Federation, — local 
unions,  national  unions,  central  labor  unions  of  cities, 
and  state  federations.  The  Federation  is  exclusively  an 
association  of  trade  unions,  and  has  no  direct  relations 
with  their  individual  members. 

Local  unions  are  the  most  elementary  form  of  trade 
union  organization.     Their  membership  is  confined  to 
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workmen  of  a  single  locality,  and,  with  the  exception  of 
the  federal  nnions,  to  workmen  of  a  single  trade.  These 
federal  nnions  are  local  nnions  which  have  been  organ- 
ized by  the  American  Federation  of  Labor  to  provide 
organization  for  workmen  in  occnpations  in  which  no 
trade  nnion  exists,  or  in  whicli  the  workmen  are  too 
few^  to  form  a  distinct  union.  The  federal  unions  are 
strictly  limited  in  extent ;  not  more  than  three  may  be 
chartered  in  the  same  city  and  no  workman  in  whose 
trade  a  local  nnion  already  exists  is  admitted.  They 
are  regarded  as  recruiting  unions  for  workmen  who  are 
to  be  organized  as  soon  as  possible  into  trades  unions  of 
their  various  trades. 

In  most  trades  the  local  nnions  all  over  the  country 
are  united  into  a  national  union  of  the  trade,  as  for  ex- 
ample, the  International  Typographical  Union.  In  the 
large  cities  the  trade  unions  of  all  trades  unite  in  a  cen- 
tral labor  union,  and  in  some  states  the  trade  unions 
unite  in  a  state  federation  for  the  purpose  of  securing 
.state  legislation  concerning  labor  matters. 

Since  the  same  local  trade  union  may  belong  to  all 
three  of  these  larger  organizations,  questions  of  disputed 
jurisdiction  easily  arise.  To  avoid  this  conflict  of  pow- 
ers and  consequent  loss  of  efficiency,  the  Federation  has 
undertaken  to  gnide  the  mutual  relations  of  these  organ- 
izations. Its  invariable  policy  has  been  to  make  the 
national  unions  the  units  of  power  in  the  trade  union 
world,  with  complete  and  undivided  authority  over  their 
local  unions.  It  makes  great  efforts  to  form  a  compact 
national  union   in   every   trade,   and   requires   all   local 
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unions  to  join  the  national  nnion  of  their  trade  on  pen- 
alty of  snspension  from  the  Federation.  Tims  the  Fed- 
eration aims  to  bring  abont  the  combination  of  all  local 
trade  unions  into  national  unions,  which  in  turn  shall 
be  united  in  the  Federation. 

President  Gompers  of  the  Federation  has  further  pro- 
posed that  the  workmen  of  each  of  the  great  divisions 
of  industry  should  hold  a  convention  to  legislate  upon 
questions  which  affect  their  own  trade.  The  building 
trades,  the  boot  and  shoe  workers,  the  textile  workers, 
and  the  railway  workmen  (the  latter,  however,  are  not 
represented  in  the  American  Federation  of  Labor)  now 
hold  such  conventions.  By  this  means  the  autonomy 
of  each  trade  is  still  more  firmly  secured.  Nothing  has 
yet  come  of  the  further  proposition  that  the  delegates  to 
the  American  Federation  of  Labor  should  be  elected  by 
these  conventions. 

The  Federation  relegates  the  central  labor  unions  and 
state  federations  to  the  inferior  position  of  auxiliaries  in 
the  trade  union  movement.  In  no  event  are  they  to  in- 
terfere with  the  jurisdiction  of  the  national  unions. 
Their  value  as  a  power  to  enforce  local  demands,  such 
as  state  labor  laws  and  municipal  recognition  of  trade 
unions,  is,  however,  fully  recognized  by  the  Federation, 
which  instructs  the  national  organizations  to  urge  their 
local  unions  to  join  the  central  labor  union  in  their 
vicinity. 

The  workmen  who  are  united  through  these  trade 
unions  in  the  American  Federation  of  Labor  are  in  other 
respects  by  no  means  homogeneoiis.     Representing  the 
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most  diverse  forms  of  industry  in  all  parts  of  the  coun- 
try, they  generally  have  no  intimate  knowledge  of  each 
other's  needs.  Some,  such  as  the  carpenters  and  print- 
ers, are  comparatively  prosperous  skilled  artisans,  whose 
unions  charge  high  dues  and  give  important  insurance 
benefits.  Others  are  common  laborers  who  can  not 
easily  pay  considerable  dues.  Some  are  women.  Or- 
ganizations of  farmers,  who  are  freeholders,  are  debarred 
from  membership  on  the  ground  that  they  are  associa- 
tions of  employers.  A  few  local  unions  of  farm  laborers 
have  been  afHliated  with  the  Federation,  but  the  Federa- 
tion has  done  very  little  to  organize  farm  laborers, — a 
problem  of  extreme  difficulty.  For  the  most  part,  the 
Federation  represents  more  or  less  skilled  workmen. 
The  race  differences  among  the  members  are  also  great, 
— the  German  element  being  especially  strong.  Except 
in  regard  to  the  negroes,  however,  race  disputes  are  un- 
known. Officially,  the  Federation  refuses  to  draw  a 
color  line,  and  negroes  are  freely  admitted  to  member- 
ship, although  they  are  debarred  from  some  Southern 
unions.  The  workmen  represented  are  also  of  all  sorts 
of  political  belief,  including,  as  we  shall  see,  a  group  of 
pronounced  socialists. 

Although  the  American  Federation  of  Labor  aims  to 
include  all  trade  unionists,  probably  more  than  one-half 
still  remain  outside.  The. five  railway  unions  which  are 
united  in  a  distinct  federation,  and  the  Bricklayers  In- 
ternational Union  are  the  most  important  unions  which 
have  not  yet  joined  the  Federation.  There  is  a  growing 
disposition,  however,  among  the  railway  unions  in  favor 
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of  joining  the  Federation.  Aside  from  the  Knights  of 
Labor  and  some  southern  and  western  trade  unions 
which  desire  a  federation  of  their  own,  most  of  these 
outside  labor  organizations  are  in  agreement  with  the 
Federation  in  the  larger  questions  of  policy,  and  even 
willingly  accord  to  the  Federation  the  leadership  of  the 
trade  union  movement.  For  this  reason  the  apparent 
lack  of  unity  in  the  trade  union  movement  becomes  less 
real ;  but  it  still  remains  true  that  the  efficiency  of  the 
movement  is  diminished  by  such  wide-spread  sectarian 
division. 

The  government  of  the  American  Federation  of  La- 
bor, as  its  name  implies,  is  of  a  federal  character.  As  in 
the  federal  government  of  the  United  States,  all  powers 
not  expressly  delegated  by  its  written  constitution  to  the 
central  body  are  reserved  to  the  various  units.  The 
Federation  aims  to  supplement,  not  to  supplant  the  pow- 
ers of  the  trade  unions.  Each  affiliated  union  retains 
complete  autonomy  in  the  conduct  of  its  internal  affairs, 
its  funds,  its  strikes,  the  administration  of  its  insurance 
benefits,  and  all  matters  peculiar  to  its  trade.  More- 
over, although  the  resolutions  passed  by  the  conven- 
tions of  the  Federation  represent  the  policy  of  the  ma- 
jority, this  policy  cannot  be  imposed  upon  any  union 
against  its  will.  The  rights  of  the  minority  are  thus 
made  secure.  The  sole  compulsory  power  of  the  Fed- 
eration is  the  right  to  suspend  or  expel  an  organization. 

By  this  simple  expedient  of  limiting  its  own  powers 
of  compulsion,  the  Federation  has  overcome  the  natural 
suspicion  of  the  various  trade  unions,  and  has  at  one 
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stroke  cut  clear  from  a  great  mass  of  internal  dissensions, 
otherwise  inevitable.  The  Federation  has  always  been 
clear-sighted  in  refusing  to  overstep  these  limits  of  ac- 
tion, imposed  as  they  are  by  the  nature  of  the  organiza- 
tion. In  a  federation  of  such  various  and  powerful  units 
as  the  national  trade  unions,  the  majority  can  only  co- 
erce the  minority  on  pain  of  the  disaffection  and  event- 
ual secession  of  this  minority.  The  decentralized  form 
of  the  Federation  has  been  proved  successful  by  the  per- 
manence and  growth  of  the  organization.  The  real 
strength  of  a  voluntary  society  like  the  American  Fed- 
eration of  Labor  is  not  measured  by  its  powers  of  com- 
pulsion but  rather  by  the  extent  to  which  it  enjoys  the 
confidence  and  loyalty  of  its  members. 

The  officers  of  the  Federation  of  Organized  Trades 
and  Labor  Unions  were  at  the  outset  confined  to  a  sec- 
retary and  legislative  committee,  similar  to  the  parlia- 
mentary committee  of  the  British  Trade  Union  Congress 
after  which  it  was  modelled.  The  growing  need  of  per- 
manent executive  officers  was  met,  however,  in  1887  by 
the  appointment  of  a  president  with  a  salary  of  $1,200 
a  year,  (since  increased  to  $1,800).  He  is  assisted  by  a 
secretary  with  a  salary  of  $1,500,  a  treasurer  and  four 
vice-presidents,  who  together  form  the  executive  coun- 
cil. Since  this  council  meets  only  four  times  a  year, 
much  power  is  necessarily  in  the  hands  of  the  president. 
Almost  inevitably,  the  Federation,  which  in  1881  an- 
nounced the  intention  of  having  no  salaried  officers,  de- 
veloped the  need  of  an  efficient  and  permanent  execu- 
tive, who  should  devote  all  his  time  to  the  supervision 
of  the  Federation. 
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The  strictness  with  which  the  Federation  respects  the 
local  autonomy  of  each  trade  appears  most  strikingly  on 
the  financial  side.  An  annual  tax  of  three  or  four  cents 
from  each  member  of  an  affiliated  national  trade  union, 
twenty-four  cents  from  each  member  of  a  local  union 
which  is  not  connected  with  any  national  union,  and  ten 
dollars  from  each  central  labor  union  and  state  federa- 
tion has  proved  sufficient  to  meet  the  necessary  expenses 
of  the  Federation.'  This  income  is  used  to  pay  salaries, 
travelling  expenses,  printing,  and  the  expenses  of  the 
convention. 

It  is  interesting  to  notice  that  the  tendency  of  the 
trade  unions  has  been  gradually  to  extend  the  financial 
powers  of  the  Federation,  as  well  as  the  powers  of  its 
executive.  PsX  first  the  Federation  had  no  power  to 
grant  money  in  aid  of  strikes  ;  but  the  revised  constitu- 
tion of  1887  gave  the  executive  council  the  right  to 
call  on  the  unions  for  financial  aid  for  strikes  which  it 
approved, — such  contributions  being,  however,  wholly 

'  The  following  table  shows  the  yearly  revenue  of  the  Federation 
since  1886  : 

1887 $  2,100.34 

1888 4,512.55 

1889 6,838.40 

1890 23,849,74 

1891 17,702.36 

1892 17,834-51 

1893 20,864.62 

1894 15,346.43 

1895 13,751.75 

1896 16,290.18 

1897 18,639.92 

The  revenue  for  1890  includes  over  |;i2,ooo  given  to  assist  the  car- 
penters in  their  strike  for  eight  hours  ;  and  that  for  1893  includes 
17,043.66  contributed  to  the  cost  of  legal  defence  of  workmen  arrested 
during  the  Homestead  strike. 
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voluntary.  This  system  of  voluntary  aid  was  soon  felt 
to  be  insufficient,  and  in  1889  the  constitution  was 
amended  to  permit  the  Federation  to  levy  a  compulsory 
tax  of  not  more  than  two  cents  a  week  for  five  weeks  on 
each  member  of  the  affiliated  national  unions  for  the 
purpose  of  assisting  a  strike  or  lock-out  of  any  of  these 
unions.  The  minority  presented  the  constitutional  ob- 
jection that  such  assessments  were  beyond  the  power  of 
the  convention  and  foreign  to  the  federal  character  of 
its  organization.  But  the  need  of  funds  to  lend  weight 
to  the  demand  for  the  eight-hour  working  day  which  the 
Federation  was  to  support,  was  the  deciding  argument. 
Under  this  rule  the  Federation  gave  the  carpenters  more 
than  twelve  thousand  dollars  in  aid  of  their  strike  for 
eight  hours.  The  more  far-reaching  proposal  to  estab- 
lish by  tax  a  large  defense  fund,  which  should  be  lent 
or  given  to  the  organizations  which  contributed,  when 
they  become  involved  in  a  strike,  has  not  been  adopted 
by  the  Federation. 

The  policy  of  the  Federation  is  fixed  at  annual  con- 
ventions by  the  delegates  from  the  affiliated  organiza- 
tions. These  conventions  are  held  in  December  at  a 
different  city  each  year,  and  are  open  to  the  public. 
The  voting  power  of  large  national  trade  unions  does 
not  increase  in  proportion  to  their  membership,  lest  they 
should  so  overwhelm  the  smaller  unions  as  to  cause  dis- 
satisfaction and  possible  secession.*     A  central  labor  un- 

'  Trade  unions  of  1,000  membere  have  i  vote. 
"  "  4,000         "  "2  votes. 

"  "  8,000         "  "3      " 

"  "  16,000         "  "     4      " 

32,000         "  "     5      " 
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ion  or  state  federation,  since  its  members  are  largely  the 
same  persons  who  compose  the  national  unions,  has  only 
one  vote.  x\  few  important  questions  have  been  sub- 
mitted to  a  referendum  vote  of  the  members  of  the 
affiliated  trade  unions.  It  is  of  interest  to  note  that, 
beginning  in  1894,  the  Trade  Union  Congress  of  Great 
Britain  and  the  convention  of  the  Federation,  have  each 
sent  two  delegates  to  the  other's  convention. 

The  conventions  consider  the  recommendations  sub- 
mitted in  the  annual  reports  and  also  a  mass  of  resolu- 
tions (  144  in  the  convention  of  1897)  introduced  by  in- 
dividual delegates.  The  custom  of  the  convention  is  to 
refer  all  reports  and  resolutions  at  once  to  committees 
which  either  recommend  or  disapprove  them.  The  com- 
mittees are  appointed  by  the  president,  and  the  system 
undoubtedly  serves  to  steady  the  action  of  the  conven- 
tion by  giving  a  measure  of  control  into  the  hands  of  the 
more  experienced  delegates. 


II. 

INTERNAL  POLICY.  RELATION  TO  OTHER  ORGANIZATIONS. 

The  objects  of  the  American  Federation  of  Labor  are 
stated  in  its  constitution  as  follows  : 

1.  The  objects  of  this  Federation  shall  be  the  encouragement  and 
formation  of  local  Trade  and  Labor  Unions,  and  the  closer  federation 
of  such  societies  through  the  organization  of  Central  Trade  and  Labor 
Unions  in  every  city,  and  the  further  combination  of  such  bodies,  into 
State,  Territorial,  or  Provincial  organizations,  to  secure  legislation  in 
the  interest  of  the  working  masses. 

2.  The  establishment  of  National  and  International  Trade  Unions, 
based  upon  a  strict  recognition  of  the  autonomy  of  each  trade,  and  the 
promotion  and  advancement  of  such  bodies. 

3.  An  American  Federation  of  all  National  and  International  Trade 
Unions,  to  aid  and  assist  each  other,  to  aid  and  encourage  the  sale  of 
union-label  goods,  and  to  secure  national  legislation  in  the  interest  of 
the  working  people  and  influence  pviblic  opinion,  by  peaceful  and 
legal  methods,  in  favor  of  organized  labor. 

4.  To  aid  and  encourage  the  labor  press  of  America. 

Its  policy  is  thus  two-fold.  Besides  what  may  be 
called  the  external  policy,  such  as  the  promotion  of  legis- 
tion  and  the  encouragement  of  the  sale  of  union  label 
goods,  the  Federation  seeks  to  bring  about  by  means  of 
closer  federation  more  efficient  organization  of  the 
American  trade  union  movement.  This  work  within 
the  trade  union  world,  though  less  conspicuous  than  the 
external  activity  of  the  Federation,  and  on  that  account 
generally  ignored,  deserves  careful  consideration. 

Organizers  of  the  Federation — over  three  hundred  in 
all — work  to  bring  the  unions  of  a  trade  together  in  a 
national  union,   and   especially    to   organize   new   local 
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unions.  These  organizers  receive  no  pay,  except  neces- 
sary expenses.  Of  late  they  have  been  devoting  especial 
attention  to  the  difficult  problem  of  organizing  unskilled 
laborers. 

The  Federation  is  the  medium  through  which  the 
more  experienced  trade  unionists  give  wholesome  advice 
to  the  cruder  and  less  efficient  unions.  Year  after  vear 
president  Gompers,  in  his  annual  reports,  has  urged  the 
unions  to  strengthen  their  organization  by  charging  high 
dues  and  adopting  a  system  of  insurance  benefits.  A 
well-filled  treasury,  he  points  out,  is  one  of  a  trade 
union's  most  potent  arguments  against  an  unwilling  em- 
ployer ;  the  benefit  funds,  for  sick,  funeral,  disability, 
and  out-of-work  benefits  enable  a  trade  union  to  do  more 
for  its  members  ;  and  a1)ove  all  the  existence  of  benefit 
funds  secures  a  permanency  in  the  membership  of  the 
trade  union.  It  was  the  unions  without  funds  which 
broke  up  during  the  depression  of  1893,  while  the  only 
national  trade  union  affiliated  with  the  Federation  which 
had  a  continuous  growth  in  membership  during  this 
same  period  was  the  one  which  had  the  system  of  high 
dues  and  benefits  generally  established.  Further,  only 
those  unions  which  maintain  their  membership  intact 
during  dull  periods  of  industry  are  prepared  to  take  ad- 
vantage of  the  first  sign  of  returning  good  times.  This 
attitude  of  president  Gompers  is  heartily  endorsed  by 
the  conventions  of  the  Federation  ;  the  convention  of 
1896  resolved  that  no  local  union  should  be  permitted 
to  remain  affiliated  with  the  Federation  unless  its  dues 
were  at  least  fifty  cents  a  month.     Not  many  years  ago, 
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such  a  proposal  would  have  met  with  strong  opposition, 
but  now  most  unions  have  come  to  appreciate  the  ad- 
vantages of  substantial  regular  dues. 

The  great  lack  of  unity  in  the  American  trade  union 
movement  has  often  resulted  in  the  existence  of  rival 
trade  unions  in  the  same  trade.  The  division  in  authority 
resulting  from  this  dual  organization  is  uniformly  bad. 
The  emi:>loyer  has  to  deal  with  two  sets  of  trade  union 
oflficials  instead  of  one ;  and  as  a  rule,  the  two  organi- 
zations have  ended  in  giving  much  more  energy  to  fight- 
ing each  other  than  to  advancing  the  interests  of  their 
members.  The  American  Federation  has  taken  a  firm 
stand  against  this  needless  dual  organization.  It  invari- 
ably refuses  to  recognize  more  than  one  national  organi- 
zation in  a  single  trade,'  and  it  undertakes  to  protect 
the  organization  which  it  recognizes  against  both  rivals 
and  seceders. 

It  remains  to  consider  the  relation  of  the  American 
Federation  of  Labor  to  the  rival  labor  organization  of  the 
Knights  of  Labor,  which  had  existed  since  1869.  The 
Federation  and  the  Knights  both  included  work- 
men of  various  trades,  but  they  differed  radically 
in  their  forms  of  organization.  While  the  Knights 
admitted  any  one  to  membership,  (except  the  three 
ostracized  classes  of  lawyers,  bankers  and  saloon- 
keepers) the  Federation  closely  confined  its  membership 
to    workingmen.     The    organization    of    the    Knights 

^The  case  of  the  American  branches  of  the  (English)  Amalgamated 
Society  of  Carpenters  and  Joiners  is  an  exception.  They  were  ad- 
mitted into  the  American  Federation  of  Labor  by  consent  of  the 
American  society,  the  United  Brotherhood  of  Carpenters  and  Joiners. 
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rested  on  lod_Q^es  founded  by  the  central  order,  and 
power  was  strongly  centralized  ;  the  units  of  the  Ameri- 
can Federation  of  Labor  were  strong,  independent 
national  unions.  The  fundamental  difference  between 
the  two  bodies  however,  lay  in  the  composition  of  the 
local  units.  The  Knights  tried  to  a  considerable  ex- 
tent to  organize  in  the  same  local  assemblies  all  classes 
of  workmen,  regardless  of  vocation.  The  local  unions 
represented  in  the  Federation,  on  the  contrary,  comprise 
only  workmen  of  a  single  trade  (with  the  unimportant 
exception  of  the  federal  unions).  The  Federation  deems 
it  a  mistake  to  invest  authority  over  the  affairs  of  a 
trade  in  a  union  in  which  other  trades  are  represented  ; 
and  asserts  the  principle  that  the  workmen  of  a  craft 
alone  have  the  right  to  regulate  the  affairs  of  that  craft. 
When  the  Federation  was  first  founded,  the  two  or- 
ganizations apparently  intended  to  live  harmoniously 
together.  At  the  Federation  convention  of  1881  nearly 
half  the  delegates  represented  local  assemblies  of  the 
Knights  of  Labor.  Trouble  soon  arose,  however,  from 
the  rivalry  between  the  organizations  of  the  Knights 
and  the  Federation  among  workmen  in  the  same  trade. 
The  unions  of  the  Knights  provoked  great  bitterness  of 
feeling  by  accepting  workmen  as  members  whom  the 
trade  unions  had  declared  "  unfair."  In  some  cases, 
when  a  trade  union  went  on  strike,  the  Knights  went 
so  far  as  to  organize  the  workmen  who  took  their  places 
into  one  of  their  local  assemblies.  The  resultino-  differ- 
ences  developed  into  an  ugly  fight.  Several  conferences 
between  the  two  organizations   utterly   failed   to   bring 
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about  an  agreement.  The  Federation  demanded  that 
the  Knights  of  Labor  should  surrender  all  their 
authority  in  trade  union  affairs,  which  had  become  their 
chief  concern,  and  confine  themselves  to  the  educational 
branch  of  their  work.  The  struggle  has  continued  in- 
termittently ever  since.  In  several  instances  the  rival 
local  organizations  in  the  same  trade  have  fought  each 
other  till  they  forgot  their  trade  interests,  greatly  to  the 
convenience  of  the  employers.  For  a  time  both  organi- 
zations suffered ;  but  as  the  final  result  the  American 
Federation  of  Labor  has  steadily  grown,  while  the 
membership  of  the  Knights  of  Labor,  owing  both  to 
its  political  intrigues  and  to  the  imperfect  basis  of  its 
trade  organization,  has  dwindled  until  today  the  order 
is  not  strong  enough  except  in  a  few  localities  to  be  a 
serious  rival  to  the  Federation. 

The  conflict  was  a  struggle  for  supremacy,  of  course, 
but  deeper  than  that  it  was  a  conflict  between  the  dif- 
ferent principles  of  organization  underlying  the  two  or- 
ders. Under  the  Knights  of  Labor,  the  policy  of  the 
workmen  in  a  trade  might  be  fixed,  in  part  at  least,  by 
men  outside  the  trade.  The  American  Federation  of 
Labor,  supported  by  the  national  trade  unions,  gained  a 
victory  for  the  principle  that  the  members  of  a  trade 
should  have  undivided  authority  over  the  affairs  of  that 
trade. 


III. 

EXTERNAL  POLICY. 

The  exertions  of  the  Federation  to  bring  order  and 
unity  into  the  trade  union  movement  have  all  been  to 
one  chief  end, — to  develop  a  trade  union  organization, 
which  would  give  greater  force  to  its  demands.  It  re- 
mains to  consider  what  these  demands  are.  To  under- 
stand the  full  significance  of  the  policy  of  the  Federation, 
one  must  bear  in  mind  that  it  not  only  reflects  the  atti- 
tude of  a  large  number  of  trade  unionists,  but  that, 
viewed  from  a  political  point  of  view,  it  is  fairly  typical 
of  the  opinions  and  desires  of  a  large  and  active  class  of 
voters  in  our  body  politic.  The  chief  external  activities 
of  the  American  Federation  of  Labor  may  be  grouped 
under  two  main  heads  :  first,  the  promotion  of  trade  mat- 
ters which  are  ordinarily  reserved  to  the  individual  trade 
unions,  and  secondly,  the  attainment  of  labor  legislation. 

Certain  departments  of  trade  union  activity  lie,  strictly, 
outside  the  scope  of  the  Federation.  The  Federation 
has  nothing  to  do  with  the  insurance  of  workmen  by 
trade  unions,  further  than  to  suggest  its  value.  The 
power  of  initiative  in  such  trade  matters  as  boycotts,  the 
use  of  the  union  label,  and  strikes,  is  also  reserved  to  the 
individual  trade  unions.  Yet  the  Federation  gives  its 
support  to  the  policy  already  fixed  by  the  unions  ;  and 
this  support  may  be  very  considerable. 

Boycotts,  which  the  Federation  had  once  or  twice  en- 
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dorsed  in  the  preceding  years,  first  began  to  occupy  an 
important  place  in  its  policy  in  1887.  When  the  Fed- 
eration approves  a  boycott,  it  undertakes  to  make  the 
fact  that  the  employer  in  question  has  been  declared  un- 
fair, as  widely  known  as  possible.  Lists  of  such  employers 
are  printed  each  month  in  the  American  Federationist 
under  the  heading,  "  We  don't  patronize."  Especially 
in  cases  where  a  strike  is  impracticable,  for  example, 
when  an  employer  refuses  to  employ  workmen  who  are 
members  of  a  trade  union,  the  Federation  regards  the 
boycott  as  an  effective  means  of  warfare.  While  all 
trade  unionists  support  the  boycott  in  principle,  there  is 
a  strong  feeling  that  it  is  most  effective  when  used 
sparingly.  At  first  the  number  of  firms  boycotted  was 
so  great  that  workmen  could  not  remember  them  ;  but 
since  1893  the  Federation  has  attempted  to  concentrate 
the  attention  of  its  members  on  the  boycotting  of  a  few 
leading:  firms.  It  should  be  added  that  the  Federation 
does  its  best  to  administer  this  system  of  boycotts  fairly. 
Its  executive  council  never  approves  the  application  of  a 
trade  union  for  a  boycott  until  the  firm  involved  has 
been  given  opportunity  to  present  its  side  of  the  case. 
The  executive  council  also  attempts  to  bring  about  a 
settlement  of  the  dispute  leading  to  the  boycott, — with 
such  success  that  President  Gompers  reports  that  fully 
one-third  of  the  cases  are  thus  adjusted  without  its  be- 
coming necessary  to  put  the  firm  on  the  "  unfair  list.  " 
The  use  of  the  '  union  label '  to  designate  goods  man- 
ufactured under  conditions  satisfactory  to  the  trade 
union,  originated  by  the  cigar-makers  in  1874,  has  since 


The  American  Federation  of  Labor.  239 

become  very  general.'  In  1897  the  Federation,  besides 
having  its  own  label,  endorsed  the  labels  of  twenty-seven 
national  trade  nnions.  The  '  nnion  label, '  like  the  boy- 
cott, is  a  means  of  discriminating  against  '  unfair  '  firms, 
but  its  effectiveness  goes  farther.  By  promoting  the  de- 
mand for  goods  marked  '  union  made, '  it  is  calculated  to 
lead  employers  to  give  the  preference  to  trade  union 
workmen  in  order  to  secure  the  right  to  use  the  '  union 
label.  '  The  absence  of  this  label  from  an  article  of 
common  use,  and  especially  from  articles  like  beer  or 
tobacco,  seriously  interferes  with  its  sale  among  working- 
men.  "  This  weapon  [the  union  label]  ,"  says  president 
Gompers,  "  is  productive  of  good  results  with  the  ex- 
penditure of  less  energy  than  any  other  at  the  command 
of  labor."  While  the  establishment  and  control  of 
'  union  labels '  is  wholly  in  the  hands  of  the  national 
trade  unions,  the  Federation  does  what  it  can  to  encour- 
age the  purchase  of  '  union  label  '  goods. 

The  Federation  regards  strikes,  including  '  sympa- 
thetic '  strikes,  as  inevitable  under  present  conditions. 
Those  strikes  in  which  the  employers  refuse  to  treat 
with  committees  of  their  workmen  appeal  especially  to 
the  workingman.  The  president's  annual  reports,  how- 
ever, urge  the  trade  unions  to  show  discrimination  and 
learn  when  not  to  strike, — when  they  are  improperly 
organized,  or  on  a  falling  market,  or  \yhen  they  have  an 
empty  treasury.  The  ordering  and  conduct  of  strikes  is 
a  power  which    the   individual    trade   unions   prefer    to 

'  John  Graham  Brooks,    The  Trade  Union  Label,  Bulletin  of  ihe  U. 
S.  Department  of  Labor,  No.  15,  (March,  1898),  pp.    197-219. 
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keep  in  their  own  hands.  Strikes  for  the  enforcement 
of  the  eight-hour  working  day,  however,  while  ordered 
as  usual  by  the  unions,  have  been  planned  in  conference 
with  the  Federation.  The  eight-hour  day  is  so  uni- 
versally desired  by  trade  unionists  that  the  Federation, 
by  general  consent,  has  assumed  the  leadership  of  the 
eight-hour  movement. 

At  the  Federatioti  convention  of  1884,  a  general  strike 
for  the  eight-hour  day  was  planned  to  take  place  May  i, 
1886.  Each  organization  was  to  determine  for  itself 
whether  it  would  join  the  movement.  Four  of  the  na- 
tional trade  unions  affiliated  with  the  Federation  entered 
the  fight  for  the  eight-hour  day.  Of  these,  the  cigar- 
makers  and  the  German  printers  were  successful ;  the 
furniture  workers  compromised  on  nine  hours ;  and  the 
carpenters  won  the  eight-hour  day  in  seven  cities,  and 
compromised  on  nine  hours  in  eighty-four  cities. 

Two  years  later  the  Federation  began  a  renewed  at- 
tempt to  secure  the  eight-hour  working  day  in  1890,  by 
devoting  the  year  1889  to  such  systematic  preparation 
as  had  never  been  known  in  the  American  trade  union 
movement  before.  It  collected  information  from  the  va- 
rious unions  as  to  their  strength,  especially  their  finan- 
cial resources,  and  their  readiness  to  strike  for  the  eight- 
hour  day  and  it  threw  its  whole  strength  into  a  vigorous 
campaign  to  make  more  real  to  the  workmen  the  ideal  of 
eight  hours  for  work.  It  distributed  eight-hour  tracts 
by  Messrs.  Lemuel  Danryid,  George  Gunton,  and  George 
E.  McNeill  ;  it  sent  out  several  speakers  and  appointed 
four  days  on  which  mass  meetings  in  favor  of  the  imme- 
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diate  enforcement  of  the  demand  for  the  eight-honr  day 
shonld  be  held  all  over  the  country.  On  September  2, 
1889,  such  meetings  were  held  in  four  hundred  and 
twenty  cities  and  towns.  It  may  be  worth  while,  even 
at  the  risk  of  undue  digression,  to  consider  the  arguments 
for  the  eight-hour  day  which  were  advanced  in  this  cam- 
paign of  the  Federation. 

Great  stress  was  laid,  as  might  be  expected,  on  the  so- 
cial value,  as  well  as  the  value  to  the  individual  work- 
man, of  increased  leisure.  But  another  argument  was 
given  prominence,  well  calculated  to  make  the  eight- 
hour  movement  popular.  All  the  writers  of  the  eight- 
hour  tracts  proclaimed  that  shorter  hours  brought  higher 
wages.     As  the  rhyme  expressed  it, 

"  Whether  you  wort-  by  the  piece,  or  work  hy  the  daj-, 
Decreasing  the  hours  increases  the  pay.  " 

Up  to  this  time  workmen  in  America  had  usually  been 
more  ready  to  strike  to  maintain  or  increase  wages  than 
to  reduce  the  hours  of  work  below  ten,  at  the  risk  of  any 
reduction  of  wages.  But  here  was  a  mode  of  reasoning 
which  avoided  this  disagreeable  dilemma  by  telling  the 
workman  that  he  could  have  at  once  more  leisure  and 
more  pay.  The  argument  in  support  of  this  statement 
was  as  follows  :  "  The  adoption  of  an  eight-hour  day 
would  tend  to  increase  wages  in  two  ways,  first,  by  re- 
ducing enforced  idleness  ;  second,  by  creating  new  wants 
and  raising  the  standard  of  living.  "  ^ 

^George  Gtinton,  The  Social  and  Economic  Importance  of  the 
Eight  Hour  Movement,  p.  13. 
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All  the  Federation  writers  distinctly  repudiated  the 
assertion,  made  so  much  of  by  many  economists,  ^  that  a 
workman  would  do  as  much  work  in  eight  hours  as  he 
now  does  in  ten.  They  maintained,  on  the  contrary,  that 
the  shortening  of  the  working  day  would  lessen  the 
amount  produced  daily  by  each  workman,  and,  therefore, 
lead  generally  to  the  employment  of  more  workmen, — 
as  it  undoubtedly  would  in  the  case  of  many  workmen, 
such  as  railway  employees,  whose  work  is  of  the  nature 
of  personal  services.  This  increased  demand  for  labor 
would,  it  was  argued,  result  both  in  a  rise  in  wages  and 
in  a  reduction  of  the  number  of  the  unemployed. 

Workmen  believe  that  this  increased  demand  for  labor 
under  the  eight-hour  system  will  help  counteract  the 
immediate  effect  of  the  rapid  introduction  of  machinery, 
which  operates  to  throw  workmen  out  of  employment 
not  only  directly,  but,  as  they  believe,  indirectly  also, 
by  causing  overproduction  and  industrial  depression. 
They  demand  the  eight-hour  day,  therefore,  as  a  form  of 
compensation  for  the  hardship  which  they  believe  the 
rapid  introduction  of  machinery  brings  upon  them.  In 
another  way  workmen  see  a  close  relation  between  the 
introduction  of  machinery  and  their  demand  for  shorter 
hours.  They  base  the  demand  on  their  right  to  share 
in  the  increased  production  which  the  invention  of 
machinery  has  made  possible.  Contrary  to  the  general 
belief,  the  American  Federation  of  Labor  has  never 
opposed  the  introduction  of  machinery.  Of  course  indi- 
vidual   trade    unionists    protest    against    the    machines 

'Thus  Vn-  Mr.  John  Rae,   Eight  Hours  for  Work. 
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whicli  have  made  their  skilled  hand  labor  worthless,  as 
other  people  oppose  legislation  which  interferes  with 
their  personal  or  corporate  interests.  Even  these  work- 
men feel,  howev^er,  as  one  delegate  expressed  it,  "  We 
conld  not  go  on  record  as  fighting  machinery,"  and 
every  workman  realizes  that  the  introduction  of  ma- 
chinery is  inevitable.  The  Federation,  therefore,  in- 
stead of  entering  upon  a  quixotic  fight  against  the  intro- 
duction of  machinery,  seeks  to  obtain  for  the  workmen 
a  greater  share  in  the  resulting  increase  of  national 
wealth,  in  the  shape  of  better  conditions  of  work,  higher 
wages,  and  shorter  hours. 

The  trade  union  arguments  for  the  eight-hour  working 
day  stand  thus  :  it  will  benefit  society  as  well  as  the 
workmen  ;  it  will  make  it  easier  for  workmen  to  find 
employment ;  it  will  increase  wages  ;  and  finally,  it  is 
only  'fair'  that  in  this  way  the  workmen  should  share 
in  the  progress  due  to  the  genius  of  invention. 

In  good  degree  owing  to  the  eight-hour  agitation  of 
the  American  Federation  of  Labor,  the  workman's  latent 
desire  for  the  eight-hour  day  is  becoming  what  Mill 
would  have  called  'effective.'  Already  president 
Gompers  can  say  with  truth,  "  The  foremost  demand  of 
the  organized  labor  movement  is  for  a  shorter  workday. '^ 

In  the  eight-hour  strike  of  1886  the  Federation  had 
merely  given  its  moral  support  to  all  the  striking  trade 
unions;  but  in  1890  it  adopted  a  far  better  strategic 
plan.  It  singled  out  the  carpenters  as  the  trade  in  which 
a  strike  for  eight  hours  gave  the  most  promise  of  suc- 
cess, and  concentrated  its  efforts  in  the  financial  support 
of  the  strike  of  the  United  Brotherhood  of  Carpenters 
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and  Joiners.  For  the  first  time  the  Federation  levied  a 
strike  assessment,  which  enabled  it  to  give  the  carpen- 
ters over  twelve  thonsand  dollars  toward  the  expenses  of 
their  strike.  As  a  result  of  this  strike,  46,197  carpen- 
ters enjoyed  shorter  hours  of  work  and  the  eight-hour 
day  became  the  general  rule  in  several  large  cities.  At 
the  same  time  eight-hour  strikes  were  also  successful  in 
several  other  industries.  The  plan  of  the  Federation 
was  to  continue  to  aid  eight-hour  strikes  of  one  national 
trade  union  after  another,  as  they  became  strong  enough 
to  demand  the  eight-hour  day.  Further  effort  has,  how- 
ever, been  frustrated  by  the  industrial  depression  since 

1893- 

Workmen  may  obtain  the  eight-hour  day,  not  only  by 

voluntary  concession  of  employers  and  by  direct  trade 
union  action,  as  in  the  eight-hour  strikes  of  1886  and 
1890,  but  also  by  legal  enactment.  The  Federation  has 
done  much  to  secure  the  enforcement  of  the  Act  of  1869, 
granting  the  eight-hour  day  to  most  government  em- 
ployees, and  to  secure  extensions  of  this  law  to  apply  to 
letter-carriers  and  to  workmen  employed  by  government 
contractors.  It  also  urges  the  passage  of  similar  laws 
for  state,  county,  and  municipal  employees. 

The  convention  of  1894  endorsed  the  demand  for  a 
national  law,  limiting  the  daily  hours  of  work  of  all 
workmen  to  eight.  It  was  recognized  that  an  amend- 
ment to  the  Constitution  to  permit  Congress  to  legislate 
on  hours  of  labor  would  first  be  necessary.  This  was 
the  first  time  that  the  Federation  had  given  its  support 
to  the  proposal  to  limit  the  hours  of  labor  of  adult  male 
workmen,  in  all  occupations,  by  law. 


IV. 

LEGISLATION,  SECURED  OR  DEMANDED. 

The  most  important  activity  of  the  American  Federa- 
tion of  Labor,  except  perhaps  the  attainment  of  closer 
federation  among  trade  unions,  has  always  been  "  to 
secure  national  legislation  in  the  interest  of  the 
working  people."  Each  convention  instructs  the  presi- 
dent and  executive  council  to  work  for  the  pas- 
sage of  certain  laws.  The  executive  council  then 
causes  bills  embodying  the  desired  legislation  to  be 
drafted  ;  and  does  earnest  personal  work  among  Con- 
gressmen, especially  the  members  of  the  House  com- 
mittee on  labor,  to  secure  their  passage.  An  equally 
important  part  of  this  work  has  been  to  watch  proposed 
legislation  and  to  prevent  the  passage  of  laws  un- 
favorable to  organized  labor.  An  example  of  this  nega- 
tive work  was  the  activity  of  the  officers  of  the  Federa- 
tion in  helping  defeat  bills  which  were  introduced  into 
Congress  and  several  state  legislatures,  ostensibly  to  pre- 
vent conspiracies  among  employers  to  blacklist  work- 
men. Although  the  Federation  desires  such  legislation, 
it  opposed  these  particular  bills  on  the  ground  that  they 
contained  provisions  which  would  prove  injurious  to 
trade  unions. 

The  Federation  leaves  the  work  of  securing  state 
labor  legislation  to  its  state  branches  and  to  the  central 
labor  unions.     Occasionally,  however,  it  renders  some 
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slight  aid  by  sending  one  of  its  officers  to  testify  before 
a  committee  of  the  state  legislature,  or  by  distributing 
copies  of  a  state  law  which  it  deems  excellent,  as  a 
model  for  legislation  in  other  states.  The  Federation 
has  endorsed  state  laws  forbidding  the  '  truck'  system, 
and  making  compulsory  the  more  frequent  payment  of 
wages,  laws  to  secure  workmen  a  first  lien  upon  property 
which  is  the  product  of  their  labor,  laws  compelling 
better  sanitary  conditions  in  dwellings,  bake-shops,  and 
factories,  and  for  the  protection  of  women  workers  and 
of  workmen  in  unhealthful  trades,  and  a  law  to  secure 
one  day  of  rest  in  seven  to  all  workers.  In  regard  to 
the  important  question  of  the  liability  of  employers  for 
accident  to  their  workmen,  the  trade  unions  in  the 
United  States,  as  in  England,  have  long  striven  to  se- 
cure a  reversal  by  statute  of  the  common  law  rule  by 
which  an  employer  is  not  liable  for  injuries  suffered  by 
his  employees  through  the  negligence  of  a  fellow  work- 
man. The  Federation  favors  a  statute  law  giving  em- 
ployees the  same  right  to  damages  for  personal  in- 
juries which  other  persons  have,  and  has  recommended 
the  Massachusetts  employers'  liability  law  for  adoption 
in  other  states.  The  Federation  also  proposes  state 
laws  making  it  illegal  for  employers  to  discharge  an 
employee  because  of  his  connection  with  any  labor  or- 
ganization or  to  require  their  workmen  to  sign  a  so-called 
'  iron-clad  contract,'  binding  themselves  not  to  join  a 
trade  union. 

The    national  legislation   desired  by   the   Federation 
covers   a  wide  range  of    subjects.     A    few  resolutions, 
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while  less  directly  affecting  the  policy  of  trade  unions, 
serve  to  record  what  a  laro^e  class  of  workmen  think  in 
regard  to  certain  questions  of  the  day.  In  political 
questions  the  Federation  has  declared  itself  in  favor  of 
the  Australian  ballot,  civil  service  reform,  the  purifica- 
tion of  primary  elections,  the  election  of  United  States 
Senators  by  popular  vote,  and  direct  legislation  in  state 
and  municipal  governments  by  means  of  the  initiative 
and  referendum.  Almost  every  convention  has  passed 
a  resolution  in  favor  of  the  compulsory  education  of 
children.  The  government  is  also  urged  to  acquire  the 
telegraph  and  telephone  '  and  to  establish  postal  savings 
banks.  With  the  exception  of  these  more  general  reso- 
lutions, however,  the  Federation  has  confined  its  atten- 
tion to  laws  which  could  fairly  be  classed  as  labor 
legislation. 

While  most  of  the  laws  which  the  Federation  advo- 
cates affect  the  welfare  of  the  entire  body  of  trade  union 
workmen,  it  occasionally  endeavors  to  secure  special 
laws  for  certain  trades.  It  endorsed  the  law  passed  in 
1893,  to  prevent  accidents  to  railroad  employees  by  com- 
pelling railroads  to  provide  their  cars  with  automatic 
couplers  ;  and  it  endeavors  to  secure  laws  for  the  im- 
provement of  the  condition  of  seamen  by  requiring  im- 
proved forecastles,  a  better  scale  of  rations,  protection  of 
seamen's  wages,  freedom  of  seamen  to  quit  their  employ- 
ment when  their  vessel  is  in  port,  and  inspection  of  sea- 
worthiness of  vessels.     To  aid  the  states  in  their  efforts 

^  Only  one  convention  of  the  Federation,  in  1892,  passed  a  resolu- 
tion in  favor  of  state  ownership  of  railroads. 
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to  suppress  the  sweating  system,  the  Federation  has 
favored  a  national  law  to  prohibit  the  transportation  of 
goods  made  in  sweat-shops. 

It  remains  to  consider  the  more  important  general  leg- 
islation which  the  Federation  has  urged  upon  Congress. 
In  the  early  years  of  the  Federation,  each  convention  de- 
manded laws  permitting  the  incorporation  of  trade 
unions  "  in  order  that  the  property  of  the  laboring  classes 
may  have  the  same  protection  as  the  property  of  other 
classes."  Although  such  laws  were  passed  by  Congress 
and  by  six  states,  very  few  trade  unions  have  become 
incorporated,  and  agitation  on  the  part  of  the  Federation 
for  such  laws  has  altogether  ceased.  The  truth  is,  that 
almost  all  trade  unions  have  come  to  believe  that  incor- 
poration would  bring  them  no  advantages  sufficient  to 
counterbalance  the  added  responsibilities,  such  as  the 
liability  to  be  sued  as  a  society,  which  it  would  impose. 
Trade  unions  also  prefer  to  remain  unincorporated  in 
order  better  to  avoid  the  control  of  the  courts,  which 
they  so  much  distrust. 

A  number  of  laws  which  have  been  favored  by  the 
American  Federation  of  Labor,  including  laws  to  restrict 
the  number  of  apprentices,  to  abolish  the  contract  sys- 
tem of  convict  labor,  and  to  prohibit  the  immigration  of 
Chinese  laborers  and  of  alien  laborers  under  contract, 
and  the  proposed  law  for  the  further  restriction  of  immi- 
gration, may  be  classed  as  attempts  of  the  workmen  to 
set  bounds  to  what  seems  to  them  the  dangerous  compe- 
tition of  "cheap  labor."  The  opposition  of  the  Federa- 
tion to  the  system  of  letting  out  national,  state,  and  mu- 
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nicipal  work  by  contract,  on  the  ground  that  the  con- 
tractors discriminate  against  organized  labor  in  favor  of 
inferior  workmen  at  reduced  wages,  may  be  placed  in 
the  same  category.  Legislation  restricting  the  hours  of 
labor  of  women  and  children,  and  forbidding  the  em- 
ployment of  children  under  fourteen  years  of  age,  al- 
though it  is  also  fav^ored  on  other  grounds,  is  at  the  same 
time  regarded  by  the  Federation  as  another  efficient 
means  of  restricting  the  competition  of  cheaper  labor. 

Twenty  years  ago  most  American  trade  unionists 
favored  the  restriction  of  the  number  of  apprentices ; 
and  the  earliest  conventions  of  the  Federation  passed 
resolutions  in  favor  of  uniform  apprentice  laws  through- 
out the  country.  This  demand  was  soon  discarded  as 
futile  in  tlie  face  of  the  changing  conditions  of  industry 
due  primarily  to  the  rapid  introduction  of  machinery. 
A  few  trade  unions,  such  as  the  plumbers,  steamfitters, 
bricklayers,  and  iron  moulders,  still  make  rules  for  the 
regulation  of  apprentices ;  but  most  unions,  like  the 
carpenters,  have  given  up  the  old  system  of  indentured 
apprentices. 

Every  convention  of  the  Federation  reiterates  the  pro- 
test against  the  employment  of  convict  labor  in  any  way 
which  brings  it  into  serious  competition  with  free  labor. 
This  applies  especially  to  the  contract  system  of  Ala- 
bama, Georgia,  Kentucky,  and  Tennessee  which  permits 
mining  corporations  and  other  private  contractors  to 
hire  convicts.  The  attitude  of  the  more  intelligent  ele- 
ment of  the  Federation  is  stated  in  the  report  of  a  special 
committee  on  convict    labor    to    the    1897  convention. 
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The  committee  recognized  that  to  preserve  the  health 
and  morals  of  the  convict,  and  to  reform  him,  he  ninst 
be  employed  at  some  prodnctive  occnpation,  bnt  pro- 
posed the  following  state  regnlation  of  prison  work  to 
prevent  the  product  of  convict  labor  from  coming  into 
competition  with  the  product  of  free  workmen. 

"  I.  Convict  labor  shall  be  employed  in  the  manu- 
facture of  such  articles  as  are  needed  in  the  state  prisons 
and  charitable  institutions,  and  also  in  raising  farm  and 
garden  produce  for  these  institutions. 

"  2.  All  these  industries  shall  be  carried  on  by  hand 
labor. 

"3.  The  convicts  shall  only  work  eight  hours  a  day." 

These  regulations  were  endorsed  by  the  convention. 
The  committee  also  commended  the  system  of  convict 
labor  recently  adopted  in  Pennsylvania,  forbidding  the 
use  of  labor-saving  machinery  and  providing  that  not 
more  than  five  per  cent,  of  the  convicts  should  be  em- 
ployed at  any  one  trade.  Most  states,  however,  have  not 
yet  adopted  these  restrictive  laws.  In  order  to  prevent 
the  competition  of  prison-made  goods  from  these  states, 
the  Federation  favors  a  national  law  forbidding  the  sale 
of  the  products  of  convict  labor  of  a  state  in  any  other 
state. 

Two  classes  of  immigrants,  Chinese  laborers  and  alien 
laborers  who  come  to  America  under  contract,  have  al- 
ways been  opposed  by  the  Federation.  Since  the  date 
when  this  immigration  was  forbidden  by  law,  trade  un- 
ionists have  used  every  means  in  their  power  to  see  that 
the  law  is  strictly  enforced.     On  the  broader  question  of 
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the  further  restriction  of  iimnig-ratioii,  the  opinion  of 
trade  unionists  represented  in  the  Federation  has  under- 
gone a  great  change.  Until  1897,  the  conventions  voted 
that  no  further  restriction  was  necessary,  but  in  that 
year  when  the  question  was  submitted  to  a  referendum 
vote  of  the  members  of  all  trade  unions  affiliated  with 
the  Federation,  eighty-four  per  cent,  of  those  voting  fa- 
vored "  a  reasonable  measure  of  restriction  on  the  lines 
of  the  educational  test  as  contained  in  the  Lodge  bill.  " 
The  more  characteristic  arguments  advanced  by  trade 
unionists  for  this  restriction  are  that  the  immigrants, 
particularl}^  when  they  are  of  a  different  race  and  lower 
standard  of  living,  swell  the  numbers  of  the  unemployed 
and  in  other  ways  render  the  organization  of  trade  unions 
more  difficult,  and  thus  keep  down  wages.  Nevertheless, 
a  minority  in  the  Federation  sharply  opposes  further  re- 
striction of  immigration. 

A  series  of  resolutions  relate  to  labor  bureaus  and  sta- 
tistics of  labor.  The  early  conventions  urged  the  estab- 
lishment of  the  United  States  Department  of  Labor. 
After  this  was  attained  in  1884,  the  convention  under- 
took to  promote  the  establishment  of  similar  bureaus  in 
the  individual  states,  thirty-three  of  which  exist  to-day. 
These  bureaus  are  especially  requested  to  investigate  "  the 
influence  of  labor  organizations  upon  the  moral  and  ma- 
terial welfare,  both  of  the  wage-workers  and  of  the  com- 
munity as  a  whole.  "  At  present  the  Federation  favors 
the  control  of  the  United  States  census  by  the  Depart- 
ment of  Labor  ;  and  also  wishes  the  head  of  this  Depart- 
ment to  have  a  place  in  the  Cabinet. 
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In  only  one  way  does  the  Federation  ask  Congress  to 
interfere  in  regard  to  the  introduction  of  machinery  ;  it 
demands  a  change  in  the  present  patent  laws.  A  new 
invention,  argne  the  majority  of  the  Federation,  should 
bring  profit,  first  to  the  inventor,  and  then  to  the  com- 
munity as  a  whole  ;  but  our  present  patent  system  pro- 
motes monopoly  by  enabling  a  few  capitalists  to  obtain 
exclusive  control  of  an  invention.  The  remedy  proposed 
by  the  Federation  is  such  a  change  in  the  patent  laws 
that  while  the  inventor  is  secured  his  reward,  the  use  of 
the  patented  improvements  are  to  be  free  to  all.  The 
Federation  has  failed  to  show,  however,  what  form  of 
law  would  accomplish  this  reform. 

Conciliation,  and  arbitration,  so  far  as  it  is  voluntary, 
are  favored  by  the  Federation  as  means  of  settling  in- 
dustrial disputes.  Previous  to  1890  the  Federation  gave 
this  subject  little  attention,  although  it  favored  the  law 
passed  by  Congress  in  1888  to  facilitate  arbitration  of 
disputes  between  workmen  and  employers  on  interstate 
railways.  Compulsory  arbitration  in  any  form  is  vigor- 
ously opposed  by  the  Federation,  on  the  ground  that  the 
decision  of  the  arbitrator  might  compel  employees  to 
work  against  their  will.  The  Federation  has  opposed 
the  various  railroad  arbitration  bills  which  have  been 
con.sidered  by  Congress  since  the  Chicago  strike  of  1893, 
including  the  bill  which  became  law  in  May,  1898. 
This  bill  contained  limiting  clauses  which  gained  for  it 
the  support  of  the  five  trade  unions  of  railroad  employees. 
The  Federation  feared,  however,  that  the  courts  would 
so  interpret    these  clauses  as  to  compel    employees    to 
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work  against  their  will.  This  it  thought  would  be 
especially  likely  to  happen  if  the  railroad  corporations 
should  make  an  agreement  on  the  part  of  the  workmen 
to  submit  their  disputes  to  arbitration  a  conditon  of  em- 
ployment. 

Although  the  Federation  has  declared  itself  in  favor 
of  voluntary  arbitration,  a  striking  lack  of  enthusiasm 
for  arbitration  even  in  this  limited  form  is  apparent. 
This  lukewarmness,  which  is  easily  misinterpreted,  iS' 
due  to  the  fact  that  the  workmen  prefer  the  settlement 
of  disputes,  not  by  arbitration,  but  by  conferences  be- 
tween the  employer  and  a  committee  of  workmen.  The 
executive  council  of  the  Federation  is  frequently  suc- 
cessful in  adjusting  trade  disputes  by  conferences  with 
the  employers.  A  strong  trade  union  prefers  to  conduct 
its  own  case  rather  than  to  submit  the  question  to  arbi- 
tration. Under  the  latter  course,  the  conditions  under 
which  its  members  shall  work  are  determined  by  an 
outsider, — a  principle  which  is  peculiarly  obnoxious  to 
the  workmen.  Nevertheless,  when  conferences  have 
been  tried  and  have  proved  unsuccessful,  even  strong 
trade  unions  favor  arbitration  as  a  last  resort. 

To  appreciate  the  success  of  the  Federation  in  secur- 
ing labor  legislation  one  has  only  to  consider  how  com- 
pletely the  laws  demanded  by  its  first  convention  in 
1 88 1  have  been  attained.'  This  convention  demanded 
the    enforcement    of    the    national    eight-hour    law    for 

^  Prior  to  1881  the  number  of  national  labor  laws  was  small.  Sev- 
eral laws  regulated  the  treatment  of  seamen  ;  and  a  law  of  1869, 
which  was  not  enforced,  provided  that  eight  hours  should  constitute 
a  day's  work  for  government  workmen. 
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government  employees,  and  the  passage  of  national  laws 
to  permit  the  incorporation  of  trade  nnions,  to  protect 
American  indnstry,  and  to  exclnde  Chinese  laborers, 
and  foreign  laborers  bronght  to  this  conntry  under  con- 
tract. Every  one  of  these  demands  was  fulfilled  before 
1886.  Since  that  time  the  Federation  has  been  active 
in  securing, — to  mention  only  the  more  important 
national  laws ' — a  series  of  amendments  which  greatly 
increased  the  efificiency  of  the  Chinese  exclusion  act  and 
the  alien  contract  labor  act,  the  extension  of  the  eight- 
hour  law  for  government  employees  to  letter-carriers 
and  to  the  employees  of  government  contractors,  an  act 
for  the  protection  of  the  wages  of  seamen,  an  act  pro- 
hibiting the  contract  system  of  convict  labor  for  con- 
victs in  federal  prisons,  an  act  to  facilitate  arbitration 
on  interstate  railroads,  an  act  to  compel  the  use  of  auto- 
matic couplers  on  interstate  railroads,  and  an  act  mak- 
ing Labor  Day  a  legal  holiday  in  the  District  of  Colum- 
bia. While  no  single  labor  organization  can  claim  ex- 
clusive credit  for  any  one  of  these  laws,  the  Federation 
has  played  a  prominent  and  sometimes  a  decisive  part 
in  their  attainment. 

During  the  last  decade  workmen  have  begun  to  chafe 
under  certain  restraints  imposed  by  the  government  and 
constitution  of  the  United  States.  At  present  a  national 
law  to  forbid  the  employment  of  children  under  fourteen 
in  factories,  mines,  or  shops,  or  to  fix  uniform  hours  of 
work  even  for  women  and  children  would  be  unconsti- 

>  For  the  text  of  all  national  and  state  labor  laws  see  Labor  Laws 
of  the  United  States,  Second  Special  Report  of  the  United  States  Com- 
tnissioner  of  Labor,  second  edition,  1896. 
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tutional.  The  Federation  favors  an  amendment  to  the 
constitution,  such  as  was  proposed  in  the  recent  Lover- 
ing  bill  to  permit  Congress  to  fix  the  hours  of  labor  for 
women  and  children  throughout  the  United  States.  The 
fact  that  a  considerable  amount  of  labor  legislation  has 
been  declared  unconstitutional  by  the  courts  led  the  Fed- 
eration, in  1897,  to  demand  amendments  to  the  constitu- 
tions of  the  United  States  and  of  the  several  states  to  de- 
prive the  courts  of  power  to  set  aside  "  laws  duly  enact- 
ed b}^  the  people/'  For  the  most  part,  however,  the 
working  class  share  in  the  prevalent  reverence  for  the 
constitution  of  the  United  States. 

The  use  of  militia  or  of  United  States  troops  to  keep 
order  during  strikes,  and  above  all  the  increasing  use  of 
injunctions  as  a  means  of  interference  in  labor  disputes 
have  resulted,  in  the  minds  of  the  workmen,  in  a  wide- 
spread and  deep  distrust  of  the  government,  and  espe- 
cially of  the  courts.  This  distrust,  to  an  extent  un- 
known in  the  United  States  before,  is  shown  by  a  num- 
ber of  resolutions  of  protest  recently  passed  by  the  Amer- 
ican Federation  of  Labor.  Although  workmen  have 
always  disliked  the  use  of  troops  to  keep  order  during 
strikes,  the  strongest  resolution  passed  by  the  Federation 
on  this  subject  before  1896  went  no  further  than  to  urge 
that  officers  of  the  militia  should  be  men  friendly  to  the 
working  classes.  A  resolution  proposed  in  the  conven- 
tion of  1896,  however,  recommended  trade  unions  to  dis- 
courage the  enlistment  of  their  members  in  the  state 
national  guard.  This  resolution  was  adopted  by  the 
•convention  in  spite  of  tlie  opposition  of  the  committee 
to  which  it  was  referred. 
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The  Federation  has  always  favored  the  repeal  of  the 
so-called  conspiracy  laws,  that  is,  "  all  laws  whose  object 
is  to  deny  to  working  people  the  free  exercise  of  their 
rights  to  organize  and  be  represented  by  committees  or 
agents  of  their  own  selection  in  dealing  with  employers 
of  labor  in  relation  to  matters  of  wages  or  other  condi-- 
tions  nnder  which  labor  shall  be  performed."  Thns  the 
Federation  demands  an  amendment  to  the  Sherman  anti-- 
trust  law,  to  exempt  trade  unions  from  the  provision 
that  combinations  in  restraint  of  inter-state  trade  are 
illegal. 

The  trade  unionist's  distrust  of  the  government  cen- 
ters in  his  opposition  to  "court-made  law,"  by  which  he 
means  the  recent  extensiv'e  use  of  both  mandatory  and 
restraining  injunctions  by  courts  of  equity  as  a  means  of 
interfering  in  labor  disputes.  He  feels  that  a  far-reach- 
ing change  in  the  law  has  been  made,  not  by  Congress, 
but  by  a  few  judges.  This  feeling  of  distrust  is  height- 
ened by  a  suspicion  of  the  motives  of  the  judges,  who,- 
trade  unionists  charge,  have  favored  the  employer  at  the 
expense  of  the  workman.  The  American  Federation  oi 
Labor  protests  against  interference  by  the  courts  in. 
strikes  where  no  destruction  of  property  or  loss  of  life  is- 
occasioned  by  the  strikers,  and  requests  Congress  to  set 
a  limit  to  the  use  of  injunctions.  As  yet  no  law  on  this- 
subject  has  been  passed,  although  three  bills  have  been 
considered  by  Congress.  One,  providing  that  officers  of 
organizations  of  labor,  in  the  performance  of  their  duties,, 
shall  not  be  subject  to  injunction  proceedings,  passed  the 
Senate  in  1896.     Another,  which  passed  the  Senate  in 
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■1897,  provided  for  trial  by  jury  in  contempt  proceedings 
for  violation  of  an  injnnction.  The  third  bill,  which  was 
introdnced  in  the  Senate  in  1896,  was  most  satisfactory 
to  the  Federation.  The  provisions  of  this  bill  made  it 
unlawful  for  any  court  to  issue  a  restraining  order 
against  any  labor  organization,  its  officers  or  members, 
in  any  manner  affecting  their  full  freedom  peacefully  to 
•quit  the  service  of  any  person  or  corporation  at  any  time. 

This  is  not  the  place  to  discuss  how  far  the  courts 
have  given  the  workmen  just  ground  for  suspicion. 
The  wisdom  of  the  recent  use  of  the  injunction  in 
labor  disputes^at  best  a  remedy  of  doubtful  efficacy — is 
.open  to  serious  question,  however,  on  the  broader  ground 
of  public  policy.  Want  of  confidence  in  our  govern- 
ment among  a  large  class  of  the  community,  were  it 
;allowed  to  become  permanent,  might  prove  a  grave 
danger  to  democratic  institutions. 

The  preceding  discussion  of  the  activity  of  the  Ameri- 
can Federation  of  Labor  in  securing  state  interference 
in  the  form  of  labor  legislation  suggests  the  questions  of 
the  relation  of  the  Federation  to  political  parties  and  to 
socialism.  The  Federation  has  constantly  refused  to 
commit  itself  to  any  political  party.  There  is  an  obvi- 
ous distinction  between  this  special  form  of  political  ac- 
tion and  political  action  in  the  sense  of  the  promotion 
of  any  legislation  which  the  working  class  desire.  The 
Federation,  standing  not  for  political  but  for  industrial 
unity,  takes  the  same  position  in  regard  to  current 
political  questions  as  any  other  business  organization. 
It  recoramends  its  members  to  cast    their  votes,  inde- 
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pendently  of  party,  for  the  candidate  who  is  most  likely  to 
promote  their  interests.  Twice,  however,  the  Federa- 
tion has,  by  implication,  given  its  support  to  a  political 
party.  The  platform  adopted  by  the  first  convention  in 
1 88 1  contained  a  plank  in  favor  of  "full  protection  to 
American  industry,  "  but  the  next  convention  almost  un- 
animously repealed  this  provision,  and  issued  a  mani- 
festo discountenancing  political  action  by  trade  unions. 
As  early  as  1893  the  Federation  declared  itself  in  favor 
of  the  free  coinage  of  silver  at  the  ratio  of  sixteen  to 
one.  When  in  1896  the  question  of  free  coinage  be- 
came a  sharply  defined  party  issue,  the  Federation  re- 
afifirmed  its  position,  with  the  qualification  that  it  did 
"  not  in  any  degree  endorse  any  political  party  that  may 
have  made  free  coinage  a  partisan  political  question." 

Since  1890  some  socialist  members  of  the  American 
Federation  of  Labor  have  worked  persistently  to  secure 
its  support  for  the  principle  of  socialism,  and  for  the 
Socialist  Labor  party.  The  resulting  debates  in  the 
conventions  of  1890  and  1894,  which  are  printed  in 
full,  give  an  excellent  idea  of  the  attitude  of  trade 
union  workmen  toward  socialism.^  In  1890  the  discus- 
sion turned  on  the  proposed  admission  of  a  branch  of 
the  Socialist  Labor  party  to  membership  in  the  Federa- 
tion.    By  a  more  than  three  quarters  vote,   the  Federa- 

'  (i)  A  Discussion  at  the  Detroit  Convention,  1890  :  Should  a  char- 
ter be  issued  by  the  American  Federation  of  Labor  to  a  Central  Labor 
Union  which  has  a  Political  Party  represented  therein  ? 

(2)  A  verbatim  Report  of  the  Discussion  on  the  Political  Program, 
at  the  Denver  Convention,  1894.  Both  pamphlets  are  published  by 
the  American  Federation  of  Labor. 
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tion  decided  to  adhere  to  the  principle  which  it  had  al- 
ways maintained,  that  it  was  an  organization  exclusively 
of  trade  unionists,  and  refused  to  admit  socialist  organi- 
zations as  such.  Individual  socialists  who  are  also 
members  of  trade  unions,  are  never  discriminated  against. 
In  1894  the  Federation  more  decisively  refused  to 
commit  itself  to  socialism.  The  socialist  delegates 
urged  the  convention  to  adopt  the  political  pro- 
gram which  had  just  been  adopted  by  the  unusually 
radical  British  Trade  Union  Congress  of  1893.  A 
majority  of  the  delegates  to  the  Federation  convention 
refused  however  to  endorse  the  socialistic  section  of  this 
program,  which  proposed  "  the  collective  ownership  by 
the  people  of  all  means  of  production  and  distribution.'" 
Two  distinct  arguments  influenced  this  vote.  One  sec- 
tion of  trade  unionists  oppose  socialism  in  any  form 
and  feel  that  the  powers  of  government  should  rather 
be  restricted  than  increased.  A  considerable  number 
of  delegates  who  believed  more  or  less  vaguely  in  the 
principle  of  socialism,  nevertheless  voted  against  its  en- 
dorsement by  the  Federation  on  opportunist  grounds. 
Several  trade  unions  had  threatened  to  secede  from  the 
Federation  if  it  considered  such  '  questions  of  a  specula- 
tive character,'  and  these  delegates  felt  that,  in  the 
present  stage  of  the  American  labor  movement,  the 
preservation  of  a  united  trade  unionism  was  of  the  first 
importance.^ 

^  The  more  recent  British  trade  union  congresses  have  not  continued 
this  declaration.  Sixty-nine  per  cent,  of  the  delegates  of  the  congress 
of  1894  voted  against  it. 

'Trade  union  workmen    who  are  also  socialists  now  take  one   of 
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three  courses.  Many  continue  as  members  of  the  trade  unions  and 
endeavor  to  win  the  Federation  over  to  socialism.  Since  1890  this 
group  has  been  represented  by  from  one-third  to  one-fifth  of  the  dele- 
gates in  the  conventions.  Others  believe  that  the  best  interests  of 
trade  unionism  demand  that  for  the  present,  at  least,  it  should  not 
concern  itself  with  socialism.  A  third  group  of  more  dogmatic  social- 
ists join  a  branch  of  the  Socialist  Trades  and  Labor  Alliance,  which 
was  founded  in  1S95  under  the  auspices  of  the  Socialist  Labor  Party. 
This  organization,  while  numerically  insignificant,  (it  claims  a  total 
membership  of  but  thirty  thousand),  nevertheless  brings  another  ele- 
ment of  discord  into  the  labor  movement  by  its  bitter  opposition  to 
the  old  trade  unions,  which  it  was  designed  to  siipersede. 


V. 

CONCLUvSIOX. 

Altliongli  the  chief  object  of  the  foregoing  account 
has  been  to  give  a  clear  picture  of  the  working  of  the 
chief  American  labor  organization,  and  through  this,  of 
the  way  of  thinking  of  American  workingmen,  a  few 
words  as  to  the  future  may  not  be  out  of  place.  One 
feels  diffident  in  assuming  the  role  of  prophet,  especially 
in  regard  to  such  uncertain  institutions  as  labor  organi- 
zations ;  yet  it  is  precisely  the  question  of  what  part 
American  labor  organizations  will  play  in  the  future 
which  lends  the  chief  interest  to  such  an  inquiry  as  this. 
For  the  immediate  future,  two  questions  are  of  first  im- 
portance :  Are  American  workingmen  likely  to  become 
socialists  ?  and,  will  the  Federation  prove  less  ephemeral 
than  the  similar  labor  organizations  which  it  has  super- 
seded ? 

The  experience  of  Germany,  France,  Australia,  and 
recently  even  of  England,  all  point  to  a  strong  tendency 
among  workingmen  of  these  countries  to  unite  in  a 
workingmen's  party  based  on  the  principles  of  socialism. 
The  workmen  of  the  United  States,  on  the  contrary, 
have  been  looking  almost  exclusively  to  trade  union  ac- 
tion as  the  chief  means  of  improving  their  condition.  I 
use  the  term  trade  union  action  to  include  collective  bar- 
gaining, the  use  of  the  union  label,  and  the  promotion 
of  labor  legislation,  but  to  exclude  the  formation  of  a 
distinct  workingmen's  party. 
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The  majority  of  trade  union  workmen  have  clearly 
refused  to  throw  in  their  lot  with  the  Socialist  Labor 
Party.  Believing  with  president  Gompers  that  the  trade 
union  is  the  historic  and  natural  form  of  working-class 
organization,  they  resist  any  such  rival  method  of  organ- 
ization, certain  to  disrupt  the  unions.  This  feeling  of 
resistance  toward  the  Socialist  Labor  Party  is  intensified 
by  the  bitter  opposition  of  the  party  leaders  to  the  trade 
unions.  The  American  workingman  is  above  all  things 
a  '  practical '  man.  He  is  little  influenced  by  the  theo- 
retical considerations  of  socialism,  and  chooses  that  form 
of  organization  which  will  accomplish  something  for 
him  at  once.  Trade  unions  prosper,  then,  because  work- 
men believe  that  they  produce  immediate  practical  re- 
sults in  the  shape  of  favorable  legislation,  shorter  hours, 
and  better  pay. 

On  the  other  hand,  the  Socialist  Labor  Party  repre- 
sents a  movement  among  a  small  minority  of  our  work- 
men, less  than  one  per  cent,  of  the  voters  in  the  United 
States,  in  favor  of  Marxian  socialism.  A  true  estimate 
of  the  present  status  of  socialism  in  the  United  States 
must  also  recognize  the  widespread,  though  vague,  ele- 
ment of  socialistic  ways  of  thinking  which  is  creeping 
into  the  minds  of  people  who  are  by  no  means  avowed 
socialists. 

The  most  significant  feature  of  the  recent  trade  union 
movement  is  the  rapidly  increasing  influence  of  socialism. 
It  is  true  that  socialists  are  still  in  a  minority  in  the 
Federation  ;  but  before  1890  socialism  was  scarcely  con- 
sidered in  the  conventions,  and  the  social  philosophy  on 
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which  the  policy  of  the  Federation  was  then  based  was 
much  more  akin  to  the  individualist  philosophy  of  the 
American  employer  than  to  socialism.  The  increasing 
feeling  of  unrest  among  American  workingmen  has  in- 
deed begun  to  assume  a  political  aspect  which  is  ex- 
pressed in  certain  demands  of  the  Populist  Party  and  of 
the  Socialist  Labor  Party.  Yet  it  can  safely  be  said 
that  the  majority  of  workingmen  of  this  generation  will 
hold  aloof  from  any  socialist  party  for  two  reasons  al- 
ready mentioned.  Some  fear  that  such  a  party  would 
weaken  the  influence  of  trade  unions,  and  others  are  op- 
j)osed  on  principle  to  any  considerable  extension  of  the 
functions  of  the  state. 

Any  judgment  of  the  future  of  the  trade  union  move- 
ment in  the  United  States,  based  on  its  past  history, 
must  be  tempered  by  the  consideration  that  in  many 
trades  the  movement  is  still  in  an  early  stage  of  de- 
velopment. American  trade  unions  have  much  greater 
obstacles  to  successful  organization  to  overcome,  than 
English  trade  unions  to-day.  The  wide  expanse  of  ter- 
ritory in  the  United  States,  the  large  number  of  Amer- 
ican workmen  who  frequently  move  from  place  to  place, 
the  extreme  race  differences  among  the  workmen — many 
of  whom  know  nothing  of  working  class  organization — 
all  make  comprehensive  trade  union  organization 
peculiarly  difficult.  In  the  face  of  such  obstacles  it  is 
not  surprising  that  the  American  trade  union  movement, 
as  a  whole,  is  still  in  an  uncertain  stage.  These  gen- 
eral difficulties,  and  also  the  existence  of  the  powerful 
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rival  organization  of  the  Knights  of  Labor,  have  re- 
tarded the  growth  of  the  American  Federation  of  Labor. 

There  are  several  reasons  why  this  Federation  may 
endure.  The  continued  success  of  the  similar  institu- 
tion of  the  British  Trade  Union  Congress  since  1868 
augurs  favorably  for  the  future  of  the  Federation.  In 
its  early  years  the  Federation  followed  the  model  of  the 
Congress  very  closely,  and  like  it,  confined  its  activity 
to  the  promotion  of  labor  legislation.  As  the  Federa- 
tion won  the  confidence  of  the  trade  unions,  however,  it 
gradually  extended  its  activities  in  the  endeavor  to 
make  itself  more  helpful,  and  therefore  more  indis- 
pensable to  the  unions.  It  did  what  it  could  to  guide 
their  development  ;  it  lent  a  hand  in  the  administration 
of  the  boycott  and  of  the  union  label ; '  it  levied  contri- 
butions for  the  support  of  the  eight-hour  strike  of  1890  ; 
and  it  assumed  the  leadership  of  the  eight-hour  move- 
ment in  the  United  States.  While  moderately  extend- 
ing its  powers,  the  Federation  lias  always  used  great 
caution,  however,  in  first  obtaining  the  general  consent 
of  the  trade  unions.  Because  of  the  greater  scope  of  its 
activities,  the  Federation  to-day  exercises  a  somewhat 
greater  power  of  leadership  than  the  British  Trade 
Union  Congress. 

The  form  of  organization  of  the  American  Federation 
of  Labor  is  excellently  adapted  to  a  combination  of 
national  trade  unions.  In  return  for  slight  sacrifices — 
either  of  money  contributions  or  of  independence — from 
the  unions,  it  renders  great  benefits.     One   can  but  ad- 

^The  trade  union  label  is  wholl}^  of  American  origin.  It  was  first 
discussed  at  the  British  Trade  Union  Congress  in  1893. 
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mire  the  persistency  with  which  the  Federation  has  re- 
fused to  swerve  from  its  central  purpose,  the  advance- 
ment of  a  more  permanent  unity  in  the  trade  union 
world.  It  has  never  extended  its  powers  unduly,  either 
by  encroaching  on  the  rights  reserved  to  its  units,  or  by 
involving  itself  in  politics. 

Another  element  of  permanence  in  the  Federation  is 
the  number  of  more  experienced  labor  leaders  in  its 
councils.  Some  of  these  leaders  have  been  men  of  great 
executive  ability,  such  as  IMr.  Strasser  who,  as  president 
of  the  Cigar  Makers'  Union,  built  up  in  this  union  a  sys- 
tem of  insurance  under  which  over  three  million  dollars 
h  as  been  paid  out  in  benefits.  Experience  has  made  most 
of  these  leaders  relatively  conservative,  and  they  exercise 
a  strong  steadying  influence  on  the  development  of  the 
Federation.  Largely  owing  to  their  influence,  the  Fed- 
eration has  avoided  the  three  chief  mistakes  which 
led  to  the  downfall  of  its  predecessors, — secrecy  of  or- 
ganization, over-centralization  of  power,  and  political 
action. 

The  most  hopeful  sign  for  the  future  of  the  Federa- 
tion, however,  is  the  large  degree  in  which  it  enjoys  the 
confidence  of  the  working  class.  Workmen  naturally 
look  to  the  organization  which  has  already  done  much 
to  bring  order  into  the  American  trade  union  world,  to 
advance  the  movement  for  shorter  hours,  and  to  secure 
im  portant  labor  legislation,  for  similar  help  in  the  future. 
It  is  to  the  American  Federation  of  Labor  that  many 
workmen  also  look  for  leadership  and  assistance  in  the 
difficult  work  of  organizing  unskilled  and  women  work- 
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ers,  and  of  meeting  the  prQ^lem  of  the  '  unemployed.' 
Its  prospects  of  growth  and  success  are  hence  good,  even 
though  not  secured  beyond  peradventure,  and  it  is 
likely  to  remain  for  a  long  time  to  come  a  factor  of 
great  weight  in  the  industrial  world. 
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I. 

INTRODUCTION. 

The  subject  of  the  housing  of  the  working  people 
has  already  received  considerable  attention  in  the  Uni- 
ted States,  as  well  as  abroad.  The  Commissioner  of 
Labor  at  Washington  has  published  two  bulky  volumes 
on  the  subject,  as  has  also  the  Massachusetts  bureau  of 
of  statistics,  while  for  New  York  the  report  of  the  ten- 
ement house  committee  of  1894  has  furnished  all  stu- 
dents with  a  fund  of  valuable  material.  In  addition  to 
these  official  investigations  of  the  subject  there  is  an 
enormous  quantity  of  literature  bearing  on  the  problem, 
in  books,  pamphlets  and  periodicals.  But  all  of  these 
deal,  almost  without  exception,  with  the  question  as  it 
is  presented  in  the  large  centers  of  population,  especial- 
ly in  New  York,  Chicago,  Philadelphia,  Boston  and 
Baltimore.  It  is  undeniable  that  the  problem  is  gravest 
in  these  cities,  that  the  pressure  of  the  population  is 
severest,  and  that  the  evils  of  the  tenement  house  sys- 
tem, with  its  attendant  unsanitary  conditions  and  over- 
crowding, are  most  deplorable  in  them  ;  but  there  is  dan- 
ger that  in  the  desire  for  large  results  the  smaller  towns 
may  be  altogether  overlooked.  And  yet  the  problem  of 
the  better  housing  of  the  working  people  exists  in  the 
small  towns  and  villages  just  as  certainly  as  in  the 
larger  cities.  So  far  as  the  writer  is  aware,  no  presenta- 
tion of  the  facts  as  they  exist  in  our  small  manufactur- 
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ing  towns  has  been  made,  and  it  is  to  help  fill  this 
gap  in  the  literatnre  of  this  subject  that  the  present  pa- 
per has  been  written.  Owing,  however,  to  the  lack  of 
official  statistical  material  and  absence  of  records  on  the 
subject  made  by  the  city  of  Yonkers,  the  picture  here 
presented  cannot  lay  claim  to  completeness,  although  it 
is  believed  to  be  fairly  typical. 

Yonkers  is  a  prosperous  manufacturing  town  on  the 
banks  of  the  Hudson,  adjoining  the  northern  boundary 
of  Greater  New  York.  Its  history  dates  back  to  ante- 
revolutionary  times,  but  it  is  only  during  the  latter  part 
of  this  century  that  its  growth  has  been  marked,  the 
population  having  increased  from  4,000  in  1850  to  40,- 
000  in  1897.  In  1872  it  was  incorporated  as  a  city, 
having  at  that  time  a  population  of  about  18,000.  The 
city  is  rather  sharply  divided  into  a  residential  part, 
which  is  occupied  principally  by  persons  doing  business 
in  New  York  City,  and  a  manufacturing  portion  where 
the  industries  of  the  place  are  carried  on,  and  the  work- 
ing population  is  housed.  By  far  the  largest  part  of 
the  population — perhaps  two-thirds — is  composed  of 
those  usually  called  the  laboring  class  ;  the  census  of 
1890  gave  11,303'  as  the  number  engaged  in  manu- 
factures and  industries  in  Yonkers.  Of  these  5,132  or 
almost  half  were  engaged  in  the  manufacture  of  carpets 
and  hats,  the  three  carpet  mills  in  the  place  furnishing 
employment  to  about  4,000  persons,  while  about  1,200 
were  engaged  in  the  three  hat  shops.  The  other  princi- 
pal industries  are  an  elevator  works,  sugar  refinery,  silk 
factory,  etc. 

1  Census  1890,  Manufacturing  Industries,  Pt.  II,  Statistics  of  Cities, 
pp.  630,  631. 
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The  population  of  Yonkers,  as  might  be  expected  of 
a  manufacturing  town  in  such  close  proximity  to  New 
York,  shows  a  large  admixture  of  foreigners.  In  1890, 
34.14  per  cent^  or  more  than  one-third  of  the  entire  pop- 
ulation was  returned  by  the  Federal  Census  as  foreign- 
born,  against  only  26.14  percent  in  Westchester  county. 
If  w-e  compare  Yonkers  with  the  other  cities  in  New 
York  state,  we  find  that  it  ranks  fourth  in  this  respect. 
New  York  City  being  first  with  a  percentage  of  42.23 
Long  Island  City  is  second  with  36.67  per  cent, 
and  Buffalo  third  with  35  per  cent.  After  Yonkers 
follow  in  order  :  Brooklyn  (32.46  per  cent),  Rochester 
(29.71  per  cent),  Troy  (28.32  per  cent),  Utica  (26.74  per 
cent),  and  Syracuse  (25.35  P^^  cent).  Of  the  population 
of  Yonkers,  69.74  per  cent,  or  more  than  two-thirds, 
were  of  foreign  parentage — a  very  large  proportion. 

From  a  sanitary  standpoint,  Yonkers,  like  so  many 
other  American  towns,  is  suffering  now  from  neglect  in 
the  past  ;  but  of  late  years  there  has  been  a  marked  im- 
provement in  this  respect.  In  the  administration  of  the 
city  government  the  number  of  departments  and  officials 
entrusted  with  the  enforcement  of  sanitary  regulations 
has  been  greatly  increased.  At  the  same  time  the  num- 
ber of  public  buildings  erected  for  the  same  purposes 
has  grown  ;  among  them  is  a  free  public  bath,  opened 
on  Labor  Day,  1895,  Yonkers  being  the  first  city  in  the 
state  to  avail  itself  of  the  privilege  conferred  by  act  of 
legislature  in  that  year."     Some  of  the  other  improve- 

^  U.  S.  Census,  1890,  Vol.  011  Population,  Pt.  I,  p.  xcii. 
*  A  second  free  public  bath  was  built  by  the  city  during  the  summer 
of  189S. 
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ments  made  are  the  following  :  The  appointments  of  a 
building  inspector,  a  commissioner  of  public  works,  a 
medical  inspector,  a  milk  inspector,  and  two  sanitary 
inspectors  ;  the  building  of  a  city  hospital  for  contagious 
diseases,  as  well  as  two  or  three  large  private  hospitals 
and  of  a  garbage  crematory  ;  the  opening  of  a  sterilized 
milk  dispensary,  and  a  public  park,  and  a  rapid  exten- 
sion of  the  sewers  and  asphalt  streets  in  the  city.  A  new 
sanitary  code  has  also  been  enacted  by  a  very  efficient 
and  energetic  board  of  health.  Each  of  these  acts  was 
a  step  in  the  gradual  establishment  and  enforcement  of 
stricter  sanitary  regulations  and  of  a  higher  standard  of 
health,  and  their  combined  effect  is  seen  in  the  reduced 
death-rate.  The  decrease  in  the  annual  death-rate  is 
especially  marked  in  the  last  few  years,  having  fallen 
from  23.33  P^^  thousand  inhabitants  in  1892  to  17.97  i'^ 
1897.  This  may  be  seen  in  Table  I,  where  the  popula- 
tion and  the  annual  death-rate  are  given  for  the  past 
twenty  years. 

In  addition  to  these  official  acts,  the  Woman's  Civic 
League,  established  in  1895,  has  been  very  energetic  in 
securing  the  enforcement  of  existing  ordinances.  It 
may,  therefore,  be  fairly  asserted  that  Yonkers  as  a 
town  is  progressive,  and  is  not  lacking  in  civic  spirit. 
Whether  the  improvement  in  the  housing  conditions 
of  the  working  people  has  kept  pace  with  the  general 
advance,  we  shall  endeavor  to  determine. 

Before  taking  up  this  specific  phase  of  the  housing 
problem,  it  will  be  well  to  ascertain  the  general  position 
of  Yonkers  as  a  whole  in  comparison  with  other  cities, 
and  to  note  what  provision  has  been  made  for  its  people 
in  the  way  of  providing  them  with  homes. 
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TABLE  I.— Population  and  Death  Rate.' 


Children  under  s  years. 

Number  of 

Annual 
death  rate 

Yea 

r  ending 

Population. 

deaths. 

per  1,000  in- 
habitants. 

Number  of 
deaths. 

Annual 
death  rate. 

Dec. 

31,   1878, 

18,500 

271 

14.22 

Ill 

6.00 

" 

1879- 

18,750 

287 

15-10 

112 

5-90 

" 

i88o_ 

18,892 

269 

14.01 

113 

5-90 

" 

i88i_ 

20,000 

379 

18.90 

151 

7-55 

" 

i882_ 

21,000 

398 

18.90 

179 

8.50 

" 

1883.. 

22,000 

405 

18.40 

150 

6.80 

" 

1884. 

23,000 

350 

15.20 

132 

5-70 

■" 

1885- 

24,000 

450 

18.70 

186 

7-75 

<i 

1886. 

26,000 

512 

20.00 

229 

8.80 

*■'• 

i887_ 

27,500 

498 

18.10 

216 

7-85 

" 

i888_ 

30,000 

568 

19.00 

250 

8.30 

■" 

i889_ 

31,000 

540 

17-45 

193 

6.20 

" 

1890. 

32,033 

588 

18.36 

*' 

i89i_ 

32,500 

695 

21.72 

278 

8-55 

*' 

i892_ 

33,000 

770 

23-33 

326 

9.88 

" 

1893- 

34,000 

740 

21.76 

258 

7-59 

" 

1894- 

35,0;  0 

792 

22.63 

356 

10.17 

May 

I,  i895_ 

36,012 

811 

22.52 

317 

8.80 

' ' 

1896. 

38,165 

781 

20.55 

357 

9-39 

1897- 

40,000 

719 

17-97 

316 

7.90 

TABIvE  II. — Increase  in  Population  and  Dwelling  Houses. 


Population. 

Number  of 
houses. 

Individuals 
to  a  house. 

Percentage  of  growth  in 

Population. 

Houses. 

1852 

1884 

1890 

1897 

5,000 
23,000 

32,033 
40,000 

537 
2,924 

3,746 
4,702 

9-5'> 

7-87 
8.55 
8.50 

360.00 
39.28 
24.90 

425-88 
21.20 
25-52 

By  comparing  the  growth  of  the  population  and  of 
the  number  of  dwelling  houses,  we  can  ascertain 
whether  private  enterprise  has  kept  the  supply  of  houses 
up  to   the  needs  of  the  population.      We  find   that  be- 

'  Annual  reports  of  the  board  of  health,  Yonkers,  1878-1897. 
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tween  the  years  1884  and  1890  the  population  of  Yonkers 
increased  only  2 1. 20  per  cent,  the  supply  of  houses  during 
this  period  increasing  only  about  half  as  rapidly  as  the 
population.  The  result  was  that  while  in  1884  only 
7.87  persons  on  an  average  lived  in  a  house,  in  1890  the 
number  of  persons  to  a  house  was  8.55.  Between  1890 
and  1897  there  was  a  marked  boom  in  the  building 
trades  in  Yonkers  and  the  number  of  houses  more  than 
kept  pace  with  the  increase  in  population;  the  population 
grew  24.9  percent,  and  the  number  of  houses  25.52  per 
cent.  At  the  same  time,  and  as  a  result  of  this,  the  number 
of  persons  to  a  house  was  reduced  to  8.50.  If  we  compare 
Yonkers  with  the  United  States  as  a  whole  and  with  the 
states  in  the  North  iVtlantic  division,  we  see  that  the 
comparison  is  not  altogether  a  favorable  one  ;  Yonkers 
does  not  exhibit  the  same  increase  in  the  number  of 
dwelling  houses  as  other  sections  of  the  country,  as  the 
following  table  will  show  : 

TABIvE  III. — Increase  in  Dwelling  Houses,  1SS0-1890.1 

Number.  Percent. 

United  States 2,527,506  28.22 

North  Atlantic  Division  __        532,163  21.90 

Yonkers 822  21.20 

Inasmuch  as  the  houses  in  the  cities  have  been  built 
higher  and  larger  of  recent  years,  in  which  respect 
Yonkers  is  no  exception  to  the  general  rule,  it  is  impos- 
sible to  a.ssert  that  the  number  of  persons  to  a  room  has 
increased,  although  the  number  to  a  house  has  done  so. 
It  will  probably  be  admitted,  however,  that  it  is  desir- 
able to  provide,  if  possible,  a  house  for  every  family, 
and  judged  by  this  standard,  Yonkers   falls  behind.     In 

^  Census  of  1890,  Volume  on  Population,  p.  clxxxviii. 
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the  United  States  as  a  whole,  we  note  constantly  better- 
ing conditions  in  this  respect,  that  is,  a  constant  decrease 
in  the  number  of  persons  to  a  house,  from  5.94  in  1850 
to  5.45  in  1890.     The  exact  figures  are  as  follows  : 

1S50'        1S60       1870       1880       1890 
5-94  5-53         5-47  5-6o  5.45 

In  Yonkers  the  figures  are  more  variable.  The  num- 
ber of  houses  in  1852  is  given  at  ^'i^']'  and  the  popula- 
tion 5,000,  giving  an  average  of  9.50  persons  to  every 
house.  But  it  is  very  doubtful  if  these  figures  have  any 
statistical  value.  In  1884  the  average  number  of  per- 
sons to  a  house  was  7.87  ;  in  1890,  8.55,  and  in  1897, 
8.50.  Between  1884  and  1890  there  was  therefore  a 
continuous  concentration  of  the  population,  since  which 
time  there  has  been  a  slight  improvement. 

If  we  compare  Yonkers  with  the  county,  the  state 
and  the  United  States,  we  find  that  the  comparison  is 
greatly  to  its  disadvantage,  as  the  following  table  shows  : 

TABLE  IV.' 

Persons  to  Persons  to 

a  house.  a  family. 

United  States 5.45  4.93 

New  York  state 6.70  4-59 

Westchester  county 6.29  5.19 

Yonkers 8.55  5.26 

Such  a  comparison  is  scarcel}'  fair  to  the  city,  inas- 
much as  the  averages  of  those  districts  which  are  large- 
ly agricultural   are  naturally  very  much   lower  than  in 

^  In  the  years  1850  and  i860  only  free  popiilation  was  counted, 
dwelHngs  and  famihes  of  slaves  were  not  included.  Census  1880, 
Volume  on  Population,  p.  669. 

*C.  E.  Allison's  History  of  Yonkers,  p.  267. 

'  Ibid^  p.  925. 
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the  town  ;  in  the  country  there  is  seldom  more  than  a. 
single  family  to  a  house,  while  in  the  city  most  of  the 
houses  harbor  two  or  more  families,  so  that  the  average 
to  a  house  is  higher  there. 

We  shall  obtain  the  best  idea  of  the  relation  of  the 
number  of  dwelling  houses  to  the  population,  that  is, 
of  the  concentration  of  the  population,  by  comparing 
Yonkers  with  other  cities  in  the  United  States  in  this 
respect.  Of  124  cities  given  in  the  nth  Census  as 
having  a  population  of  25,000  or  over  in  1890,' 
only  9  of  them  had  more  persons  to  a  dwelling  house 
than  Yonkers  (8.55),  namely.  New  York  (18.52),  Hobo- 
ken  (12.80),  Holyoke,  Mass.  (11.35),  Fall  River  (11.20), 
Brooklyn  (9.80),  Cincinnati  (8.87);  Jersey  City  (8.78), 
Worcester,  Mass.  (8.65),  Chicago  (8.60)  Yonkers,  there- 
fore, ranks  teiith  among  the  cities  of  the  United  States 
as  regards  concentration  of  population,  though  it  ranks 
ninety-third  as  regards  size.  Further  light  is  thrown  on 
the  position  of  Yonkers  if  we  note  the  size  of  the  fami- 
lies as  given  by  the  nth  Census.  Family  in  the  Cen- 
sus means  all  individuals  or  aggregations  of  individuals 
having  the  tie  of  a  common  roof  and  table,  so  that  this 
comparison  enables  us  to  see  in  how  far  the  concentra- 
tion affects  the  family  life.  Of  the  same  124  cities  given 
in  the  nth  Census,  only  twelve  have  more  persons  to  a 
family  than  Yonkers.  It  will  thus  be  seen  that  this 
town  presents  all  the  characteristics  of  the  large  cities 
and  manufacturing  centers,  rather  than  those  of  rural 
communities  and  suburban  towns.  We  shall,  therefore, 
not  be  surprised  to  find  here  all   the  marks  of  the  tene- 

^  Census,  1890,  Volume  on  Population,  p.  cxci. 
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ment  house  problem  as  they  exist  in  the  larger  cities. 
This  will  be  more  evident  if  we  compare  Yonkers  with 
the  seven  largest  cities  of  the  United  States  and  see 
how  it  ranks  with  them  in  this  respect. 

TABLE  V. — Number  of  Individuals  to  a  House. ^ 


Percent  c 

)f  house 

■s      ! 

occupied  bj- 

City. 

I 

2-6 

7-10 

II  or 

per- 

per- 

per- 

more.  ] 

son. 

sons. 

sons. 

New  York 

1.29 

26.45 

22.44 

49.82 

Chicago 

I. GO 

45-54 

28.92 

24-54 

Philadelphia. 

I-I5 

69.94 

24.52 

4.39 

Brooklyn  

.97 

3q..-^o 

30.08 

29.65' 

St.  Louis 

2.46 

49-77 

31-31 

16.46! 

Boston 

I.iq 

44.18 

30.40 

24-231 

Baltimore 

1.09 

62.22 

30.10 

5-89 

Yonkers 

1.25 

41-97 

33-05 

23-731 

1 

Percent  of  population  in 
houses  with 


per- 
son. 


.07 
.12 
.20 
.10 

-33 
.14 
.18 

•  15 


2-6  I  7-10 
per-  per- 
sons,    sons. 


6.27  10.16 

22.85  27.85 

51.75  35.26 

17.83  25.42 

28.54  34.87 

22.35  29.71 

44-31  41-37 

21.53  32-39 


II  or 
more. 


83-50 
49.18 
12.79 
56.65 
36.26 
47.80 
14.14 
45-93 


Total. 


100. 
100. 
100. 
100. 
100. 
100. 
100. 
100. 


Although  it  has  a  population  less  than  one-tenth 
that  of  the  smallest  of  the  others — Baltimore, — we  find 
that  Yonkers  may  be  ranked  in  about  the  middle  of  these 
cities.  Taking  the  number  of  persons  to  a  house  as  the 
standard,  five  of  them  show  a  greater  percentage  of 
houses  containing  i  to  6  persons,  while  only  two — New 
York  and  Brooklyn — have  a  larger  proportion  of  houses 
harboring  more  than  6  persons  ;  in  only  four  cities  is  the 
proportion  of  houses  containing  11  or  more  persons 
greater  than  in  Yonkers.  Almost  half  of  the  population 
of  Yonkers,  or  45.93  per  cent,  live  in  houses  where  11 
or  more  persons  dwell.  The  meaning  of  these  figures 
is  sufficiently  obvious  not  to  need   further  analysis  or 

'  22nd  annual  report  of  the  Massachusetts  bureau  of  statistics  of 
labor,  A  Tenement  House  Census  of  Boston,   (Boston,   1891),  p.  550. 
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explanation.  The  major  part  of  the  popnlation  of 
Yonkers  live  in  lionses  which  may  fairly  be  designated 
tenement  houses. 

A  careful  examination  by  Dr.  S.  E.  Getty  of  some 
thousands  of  birth  certificates  in  Yonkers,  led  him  to 
state  that  i6  per  cent.'  of  the  births  occurred  in  single 
houses,  24  per  cent,  in  flats  and  60  per  cent  in  tenement 
houses.  This  result  but  serves  to  substantiate  what  we 
had  already  inferred  from  the  tables  given,  namely,  that 
there  is  a  large  tenement  population  in  Yonkers  and 
that  the  problem  of  their  better  housing  is  as  actual  and 
pressing  as  in  the  larger  cities.  But  to  show  this  a  de- 
tailed analysis  of  conditions  there  is  necessary,  to  which 
we  now  turn. 

'  Dr.  S.  E.  Getty,  Pasteurized  Milk  as  a  Means  of  Saving  Infants' 
Lives,  p.  12. 


11. 

INVESTIGATION  IN  YONKERS. 

The  endeavor  so  far  has  been  to  show  the  general 
position  of  Yonkers,  as  regards  the  honsing  of  its  popn- 
lation,  in  comparison  with  other  cities  in  the  United 
States,  with  the  help  of  such  data  as  are  available.  It  is 
impossible  to  do  so  in  detail  for  the  whole  city,  and  to 
give  such  a  picture  of  conditions  in  Yonkers  as  is 
afforded  of  New  York,  for  instance,  by  the  tenement 
house  committee's  report  in  1894,  for  the  simple 
reason  that  no  official  investigation  has  ever  been  made 
in  this  city,  and  that  no  material  exists  such  as  they 
had  to  draw  on.  For  over  a  year,  however,  statistics 
concerning  the  condition  of  the  laboring  people  of  the 
city  have  been  gathered  privately  under  the  direction  of 
Miss  Mary  Marshall  Butler,  president  of  the  Woman's 
Institute,  and  Mrs.  William  Sharman,  secretary  of  the 
Civic  League.  Through  their  influence  a  woman  in- 
spector had  been  appointed  by  the  board  of  health  to 
cooperate  with  the  League  in  investigating  the  sanitary 
condition  of  houses  in  the  tenement  districts,  and  cards 
containing  valuable  social  statistics  were  filled  out  by 
her  at  the  same  time  that  she  made  the  sanitary  reports. 
The  material  so  gathered  was  kindly  placed  at  the  dis- 
posal of  the  writer  by  Miss  Butler,  and  forms  the  basis 
of  the  following  article. 

THE    STREETS. 

In  this  investigation  those  streets  were  selected  for 
report  which  were  occupied  by  the  working  people — 
factory  operatives,  etc. — and  in  which  the  houses  were 
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principally  of  the  tenement  honse  order.  Of  slums, 
strictly  speaking,  there  are  none  in  Yonkers.  The 
work  was  begun  in  March,  1896,  and  has  been  con- 
tinued since  that  time  until  August,  1897,  with  some 
unavoidable  interruptions.  In  this  period  587  houses 
have  been  visited,  containing  almost  1,400  families, 
with  a  population  of  over  6,500  persons,  or  one-sixth  of 
the  total  population  of  the  city.  The  following  table 
(VI)  gives  in  detail  the  number  of  houses,  fainilies  and 
persons,  the  latter  being  classified  as  adults  and 
children  belonging  to  the  family,  and  lodgers.  The 
extent  of  the  investigation  entitles  it  to  respectful  con- 
sideration, as  thoroughly  representative  of  conditions  in 

Yonkers. 

TABLE  VI.— Extent  of  Investigation. 


Clinton 

St.  Mary 

Washington 

James 

John 

Elm 

Palisade 

Carlisle 

Garden 

Mulford 

Parker 

Orchard 

Vineyard 

New  School. 

School  

Webster 


Ward. 


II 


Total 

Percentage 


I 

IV 

IV 

II 

II 

V 

II 

II 

II 

VI 

VI 

VI 

VI 

V 

V 

V 


Num- 
ber of 
houses. 


66 

3 

32 

14 

7 

9 

65 

16 

63 
42 

31 
68 

87 
12 
46 
26 


Num- 
ber of 
fami- 
lies. 


587 


167 
9 

100 
27 
II 

14 
182 

45 

165 

93 

54 

183 

173 

48 

86 

37 


Num- 
ber of 
Rooms. 


1394 


624 

39 

394 

loS 

46 

64 

877 

186 

660 

390 

257 

813 

852 

184 

453 
225 


6172 


Number  of  persons. 


Adults. 


403 
23 

240 
64 

29 
40 
500 
116 
417 
270 
168 
502 

495 
III 
258 
103 


3739 
57-35 


215 
7 

135 
35 
20 
20 

310 
64 

294 
129 
104 
261 
306 
123 
114 
60 


2197 

33-71 


Lodg- 
ers.1 


3 

71 

6 

3 

9 

70 

5 

13 

5 

3 

102 

56 

19 

13 

3 


583 
8.94 


Total. 


820 

33 
446 

105 
52 
69 

880 

185 
724 
404 

275 
865 

857 
253 
385 
166 


6519 
100. 


'  The  lodgers  were  all  over  14  years  of  age. 
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Statistics  were  gathered  from  some  sixteen  typical 
streets,  lying  in  different  parts  of  the  city,  and  in  five 
ont  of  the  seven  wards  ;  no  investigation  was  made  in 
either  the  3rd  or  7th  wards,  the  first  of  these  comprising 
the  finest  residential  part  of  the  city,  and  the  other  be- 
ing a  large,  very  sparsely  populated  tract  of  land  outside 
of  the  city  proper.  The  streets  may  be  divided  into  the 
following  groups  :  Clinton,  St.  Mary's  and  Washington^ 
comprising  the  "  Flats",  inhabited  by  a  large  foreign,, 
chiefly  Slavish  element,  most  of  whom  find  work  in  the 
neighboring  hat  shops ;  James  and  John  streets,  two- 
short  alleys,  are  the  home  of  the  Negro  colony  ;  Elm  and 
Palisade  avenues  are  in  the  business  portion  of  the  city  and 
harbor  a  mixed  population  ;  Carlisle,  Garden,  Mulford, 
Parker,  Orchard  streets  and  Vineyard  avenue  are  almost 
exclusively  occupied  by  Irish — Garden  street  runs 
through  the  "  Glen  "  and  the  last  four  streets  comprise 
"  Hog  Hill", names  which  fittingly  characterize  the  locali- 
ties; New  School  and  School  streets  and  Webster  avenue 
have  been  chiefly  sought  out  by  the  American  born 
population,  though  in  the  first  mentioned  street  there  is, 
a  small  Italian  colony. 


III. 

NATIONALITY   AND    OCCUPATION. 

Before  proceeding  to  the  investigation  of  the  tene- 
ments it  will  be  well  to  analyze  more  closely  the  popula- 
tion under  consideration,  with  respect  to  their  nationality, 
occupation  and  length  of  residence  in  Yonkers,  in  order 
to  obtain  a  clearer  idea  of  the  people  with  whom  we  are 
dealing.  The  statistical  presentation  of  these  facts 
follows  in  tables  VII,  VIII,  and  X.  Table  VII  exhibits 
the  nationality  of  the  heads  of  families,  by  streets. 

It  is  seen  at  once  that  by  far  the  larger  part  of  the 
number  given  is  foreign  born.  Of  these,  more  than  half, 
or  fifty-one  per  cent  were  born  in  Ireland.  The  natives 
of  Germany  rank  next  in  number,  the  percentage  being 
6.9 ;  following  these  come  the  Hungarians,  negroes  and 
natives  of  Great  Britain.  The  other  Slavonic  nation- 
alities follow  in  order,  aggregating  altogether  over 
eleven  per  cent  of  the  total.  The  Latin  nations  are  repre- 
sented by  only  a  very  small  percentage  (2.8)  of  which 
the  Italians  make  up  considerably  more  than  half, 
while  9  nationalities  are  represented  in  the  families 
classed  as  "  other  nationalities,"  but  such  nationalities, 
considered  separately,  form  only  an  insignificant  fraction 
of  the  whole,  in  no  case  more  than  .5  per  cent. 

Persons  of  native  birth  form  but  a  small  proportion 
of  the  families  under  consideration,  only  15.7  per  cent 
being  classed  as  Americans.  This  is  an  even  smaller 
percentage  than  exists  in  the  city  at  large,  as  given  by 
the   nth  Census,^  according  to  which  30.3  per  cent  of 

1  Volume  on  Population,  p.  clxiii. 
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the  total  population  is  native  born.  It  is  thus  seen  that 
persons  of  foreign  parentage  are  largely  in  excess  in  the 
districts  selected  for  investigation,  the  proportions  being 
84.3  per  cent  and  69.7  per  cent  in  the  selected  dis- 
tricts and    the  whole  city  respectively.     This  only  ex- 
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emplifies  a  fact  which  has  been  met  with  in  all  similar 
investigations,  namely,  that  the  tenement  popnlation  is 
made  np  almost  entirely  of  persons  of  foreign  birth  or 
parentage,  or  at  least  contains  a  larger  proportion  of 
snch  persons  than  the  city  at  large.  x\n  investigation* 
by  the  U.  vS.  Commissioner  of  Labor  into  the  shims  of 
New  York,  Chicago,  Philadelphia  and  Baltimore  shows 
such  results  in  each  case.  The  proportion  of  persons  of 
foreign  parentage  in  the  slum  districts  for  each  of  the 
cities  is  as  follows  :  New  York,  95.2  per  cent ;  Chicago, 
90.1  per  cent;  Philadelphia,  91  per  cent;  and  Balti- 
more, 76.5  per  cent.  Taking  into  consideration  the 
whole  population  of  each  of  the  four  cities.  New  York 
shows  80.5  per  cent  ;  Chicago,  77.9  per  cent  ;  Philadel- 
phia, 56.6  per  cent,  and  Baltimore,  41.7  per  cent.  Only 
one  of  these  cities — Baltimore — shows  a  relatively 
smaller  foreign  slum  population  than  Yonkers,  while 
tw^o  of  them — Philadelphia  and  Baltimore — show  a 
smaller  proportion  of  persons  of  foreign  parentage  in 
the  total  population. 

It  would  be  interesting  to  compare  the  nationalities 
in  the  streets  named  with  the  same  nationalities  for  the 
whole  city,  but  no  such  data  were  obtainable,  as  the 
census  of  1890  does  not  give  the  desired  information  for 
Yonkers.  The  most  surprising  fact  about  the  table  is 
the  very  large  proportion  of  Irish,  who  make  up  more 
than  half  of  the  total  number.  This  is  because  a  num- 
ber of  the  streets  selected  for  investigation  are  almost 
entirely  occupied   by  this  nationality,  and  is  probably 

'  7th  special  Rep.  of  the  U.  S.  Commissioner  of  Labor,  The  Slums 
of  Great  Cities,  (1894,)  p.  44. 
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not  indicative  of  their  nnniber  in  the  city  as  a  whole. 
The  percentage  of  persons  of  Slavonic  nationality  is 
noticeablv  large.  Most  of  these  have  come  to  the  city 
in  recent  years,  attracted  there  by  the  opportnnity  of 
work  in  the  factories.  The  Italians,  too,  are  a  recent 
accretion  and  have  been  brought  there  largely  to  assist 
in  the  various  building  operations  and  other  improve- 
ments which  have  been  extensively  carried  on  in  the 
past  few  years. 

In  compiling  the  tables  the  attempt  has  been  made  to 
group  the  streets  together,  according  both  to  their  situa^- 
tion  and  to  the  predominant  nationality  in  each. 
A  closer  inspection  of  Table  VII  will  make  this  ap- 
parent. It  may  seem  that  a  tabulation  of  the  statistics 
presented  in  this  article,  according  to  nationalities, 
would  be  of  more  value  than  the  system  which  has  been 
followed,  but  for  the  immediate,  practical  purposes, 
which  were  the  motive  of  the  investigation,  a  tabula- 
tion by  streets  appeared  more  desirable,  and  was 
therefore  adopted.^ 

In  Table  VIII  are  presented  the  occupations  of  all 
adults,  that  is  all  individuals  over  14  years  of  age,  the 
number  of  whom  is  given  in  Table  VI  as  4,322.^ 

In  general  the  classification  adopted  by  the  Federal 
Census  has  been  followed,  but  certain  groups  have  been 
kept    separate    which    seem   to  have. a  special   signifi- 

^  It  may  be  of  interest  to  note  the  church  relations  of  famihes  in 
connection  with  their  nationality.  Those  connected  with  the  Roman 
or  Greek  Catholic  chiirch  comprised  almost  three-quarters  of  all,  or 
73.1  per  cent.  Protestants  were  18.2  per  cent;  Hebrews,  6.1  per 
cent  ;  while  1.6  per  cent  were  not  specified. 

''See  p.  284. 
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TABLE  VIII.— Occupations  of  Adults. 


street. 

3 

G 

g 

3 
0 

a 

a 

u 
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3 

a 

0 

a 
"2  0 

u 
0 

Q 

or 
(«  C 

Is 

So 

0  ai 

P 

a 
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s 
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U) 

a 
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(U 

a 
0 
0 

hi 

.s 

u 

« 
0 

■d 
0 

a 

u 

a 

t3 

•0 

u 
la 

'0 
u 

a 

a' 

0 

Clinton 

St.  Mary 

Washington 
James  _ 

38 

3 
20 

209 

ID 

45 

5 

12 

5 
3 

4S 

31 

9 
I 

73 

9 
5 
6 

3 
39 
31 
17 
49 
42 

8 

4 
2 

296 
6.8 

16 

I 
10 
18 

6 

7 
30 

5 
20 

15 

5 

21 

22 

5 
6 
6 

193 
4-5 

4 
4 

4 
2 

4 

167 

9 
100 

27 
II 

182 
45 

165 
93 
54 

183 

173 
48 
86 
37 

1394 
32.3 

41 

605 
?6 

8 
2 
I 
6 

15 
10 

25 

12 

2 

""6 
10 

4 
3 

104 
2.4 

65 

4 
3 
4 

lOI 

12 

6 

20 

22 

4 

91 

I 

426 
9.8 

311 
70 

John 

I 

32 
49 
570 
121 
430 
275 
171 
604 

551 
130 
271 
106 

4322 
100. 

Elm. 

4 
74 
14 
98 
50 

39 
246 

159 
10 
II 
20 

786 
18.2 

5 
23 

7 
13 

5 

4 
34 
12 
21 
19 

7 

414 
9.6 

4       '^ 

Palisade 

Carlisle 

Garden 

Mulford 

Parker  

Orchard 

Vineyard 

New  School. 

School  

Webster 

Total 

Percentage 

55 
10 

23 

20 

6 

13 

23 

5 

7 

3 

194 

4-5 

79 
12 

35 
27 
19 
53 
51 
21 

39 
26 

457 
10.5 

6 

2 
2 

I 
2 

2 

I 

29 

0.7 

2 

I 

4 
2 
2 
2 

4 

I 

29 
0.7 

cance  in  this  investigation,  and  which  wonld  have  been 
lost  if  inclnded  in  the  general  class.  Unfortunately  no 
mention  was  made  on  the  cards  from  which  the  table 
is  compiled  of  those  engaged  in  housework,  so  the 
rather  arbitrary  plan  was  adopted  of  allowing  one 
housewife  to  each  family,  the  number  being  therefore 
1394  or  32.3  per  cent  of  the  total  number  of  adults. 

Perhaps  the  most  striking  fact  about  the  table  is  the 
large  percentage  of  those  engaged  in  manufactures, 
32.3  per  cent  of  all,  or,  disregarding  those  engaged  in 
housework,  almost  half  of  all  those  working  at  gainful 
pursuits.  The  same  proportion  holds  good  for  the 
whole  city,  in  spite  of  the  fact  that  several  of  the  select- 
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ed  streets  lie  in  close  proximity  to  the  most  important 
factories,  for  the  censns  of  1890  gave  45.4  per  cent  of 
the  11,303  employees  in  the  city  as  engaged  in  the 
manufacture  of  carpets  and  hats  alone.  The  majority 
of  those  employed  in  the  hat  factories  liv'e  in  Clinton, 
St.  ]\Iary  and  Washington  streets,  near  which  they  are 
situated.  !\Iulford,  Parker  and  Orchard  streets  and 
Vineyard  avenue  are  near  the  "  Moquette"  carpet  mills, 
while  Palisade,  Carlisle  and  Garden  streets  are  near  the 
"  Upper''  factory  on  Palisade  avenue,  so  that  a  large 
part  of  the  inhabitants  of  these  streets  find  employment 
in  the  carpet  factories.  The  next  largest  group  is  made 
up  of  those  engaged  in  trade  or  transportation,  number- 
ing 457  persons  or  10.5  per  cent  of  all.  Next  in  point 
of  size  are  the  groups  of  laborers  and  those  engaged  in 
domestic  and  personal  service  ;  the  group  of  unskilled 
day-laborers  seems  a  very  large  one  even  for  the  tene- 
ment house  population,  comprising  as  it  does  6.8  per 
cent  of  all.  Curiously  enough  the  number  of  those  en- 
gaged in  professional  service  and  of  those  who  w^ork  in 
saloons  is  exactly  the  same,  though  the  number  of  the 
latter  by  no  means  indicates  the  number  of  saloons  in 
these  streets,  of  which  there  is  a  much  larger  propor- 
tion. The  unemployed  comprise  but  2.4  per  cent  of  the 
total,  a  percentage  much  below  that  found  to  obtain 
in  other  places.  Unfortunately  it  is  not  possible  to 
specify  the  length  of  time  during  which  the  104  indi- 
viduals tabulated  were  without  work,  but  the  figures 
are  presented  for  what  they  are  worth. 

A  comparison  of  the  occupation  of   the  inhabitants  of 
the  districts  under  consideration  with  those  of  the  popu- 
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lation  of  the  city  at  large  would  be  of  interest,  but  can- 
not be  made  as  the  census  for  1890  does  not  give  the 
desired  information  for  Yonkers.  The  results  obtained 
may,  however,  be  compared  with  similar  ^  figures  from 
the  tenement  districts  of  five  other  cities,  which  are 
presented  in  the  following  table  : 

TABLE  IX. — Percentage  of  Individuals  in  Industrial  Groups.^ 


Occupations. 


Agriculture,  fisheries  and 

mining 

Professional 

Domestic     and     personal 

service 

Trade  and  transportation. 
Manufactures     and     me- 
chanical industries 

Non-productive  (not  gain- 
ful)   

Housewives  and  all  others 
Housewives  and  at  work_ 
Scholars  and  at  work 


Total. 


New 

Chi- 

Phila- 

York. 

cago. 

delphia. 

.10 

•05 

.08 

.90 

.96 

.89 

13.46 

14.29 

11.56 

10.91 

11.29 

II. 15 

15.04 

14.69 

17.27 

57-12 

57-04 

57-46 

2.19 

.89 

1.42 

.28 

•79 

,17 

100. 

100. 

100. 

Balti- 
more. 


.42,         .41 
.62        2.89=* 

11.26'     10.15* 
IO.26I     13.22 

16.52J     13.65 
5S.77 


59-57 


2.1^ 

1 
.02 


Yonkers 


.09* 
.67 

11.32* 
11.25 

32.25 


44.42 


There  is,  in  all  the  cities,  a  rough  agreement  in  the 
distribution  of  individuals  among  the  various  industrial 
groups,  the  only  noteworthy  variation  being  in  Yon- 
kers. Here  the  percentage  of  those  engaged  in  manu- 
factures is  much    larger  than   the   percentages   for  the 

'  See  note  4  on  page  302. 

'  Seventh  Special  Report  of  the  United  States  Commissioner  of 
Labor,  The  Slums  of  Great  Cities,  (Washington,  D.  C,  1894,)  p. 
52  ;  23rd  annual  report  of  Massachusetts  bureau  of  statistics  of  labor, 
A  Tenement  House  Census  of  Boston,  (1892,)  p.  314. 

'  Professional  and  government  service. 

*  Including  laborers. 

^  Included  under  "  unspecified"  in  Table  VIII. 
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same  occupation  group  in  other  cities,  while  the  number 
engaged  in  housework  is  correspondingly  smaller. 

Table   X.   shows  the   length    of  time  during    which 
families  have  resided  in  Yonkers. 


TABLE  X 

. — Length  of  Residence 

in  Yonkers. 
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Percentage 

52 

3.7 

58 
4.2 

From  this  table  we  see  that  60  per  cent  of  the  fami- 
lies have  resided  in  Yonkers  for  a  period  of  ten  years  or 
longer,  while  only  8  per  cent  have  lived  there  less  than 
two  years.  That  is  to  say,  the  j)opulation  under  con- 
sideration, and  presumably  that  of  the  entire  city,  is  a 
stable  one.  More  than  half  of  those  who  have  come  to 
the  city  within  the  past  two  years  are  residents  of  Clin- 
ton and  Washington  streets  and  probably  belong  to  the 
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Slavonic  population,  which  has  increased  rapidly  in  the 
last  few  years.  The  stability  of  the  population,  that  is 
their  continued  residence  in  Yonkers,  has  one  important 
practical  bearing,  namely  that  an  assurance  is  thereby 
given  that  any  improvements  initiated  for  the  benefit 
of  the  working  people  will  undoubtedly  inure  to  the 
benefit  of  those  for  whom  they  were  designed. 


IV. 
THE  DWELLINGS. 

NUMBER  OF  TENEMENTS  AND  PERSONS  TO  A  HOUSE. 

The  prevailing  type  of  house  in  Yonkers  in  which 
the  working  people  make  their  homes  is  a  two  or  three 
story  frame  tenement  house.  Of  the  4,700  houses  in 
the  city  about  3,700  are  built  of  wood,  the  remaining 
1,000  being  almost  all  of  brick.  The  great  majority  of 
the  587  houses  investigated  were  of  a  severe,  square, 
box-like  type,  without  the  slightest  pretension  to  beauty 
or  individuality,  and  the  view  of  the  streets  in 
which  they  are  situated  is  depressing  in  the  extreme. 
The  environment  of  most  of  the  working  people  of 
Yonkers,  while  doubtless  better  than  that  of  similarly 
situated  persons  in  the  large  cities,  is  extremely  un- 
lo\'ely  and  cannot  be  considered  elevating  or  inspiring. 
This  is  the  more  regretable  inasmuch  as  the  situation 
of  the  city  offers  distinct  inducement  to  the  building  of 
picturesque  small  cottages. 

A  considerable  number  of  houses  are  occupied  by 
single  families  and  such  conditions  are  presumably  of 
the  best,  so  far  as  they  can  be  ensured  by  detachment 
of  residence.  Families  occupying  two-tenement  houses 
live  under  conditions  considerably  inferior  to  those  en- 
joyed by  the  occupants  of  detached  houses.  IVIost  of 
the  houses  in  Yonkers  which  contain  two  families,  were 
originally  built  for  but  a  single  household,  so  that  the 
stairways  must  be  used  in  common  and  no  considerable 
degree  of  privacy  is  possible.     The  family  on  the  upper 
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floor  generally  converts  the  room  at  the  back,  originally 
designed  for  a  bed-room,  into  a  kitchen.  Toilet  accom- 
modations, etc.,  mnst  of  conrse  be  nsed  in  common. 
This  is  the  character  of  the  majority  of  the  older  two- 
tenement  honses.  Some  of  the  newer  ones  are  built  on 
the  "  flat "  order,  the  tenements  having  separate  corri- 
dors opening  from  the  common  entrance ;  some  few 
have  an  outside  stairway  to  the  upper  tenement.  The 
occupants  of  such  houses  have  substantially  as  much 
privacy  as  those  occupying  a  single  house.  Houses 
containing  three  or  more  tenements  are  built,  almost 
without  exception,  on  the  typical  tenement  house  plan, 
with  common  entrance  and  stairway  and  enclosed 
verandas  leading  to  the  fire  escape  at  the  back.  Some 
few  are  built  on  the  "  flat "  arrangement  and  offer  an 
opportunity  for  some  degree  of  home  life,  but  the  great 
majority  are  of  the  order  described.  The  following 
table  exhibits  the  number  of  houses,  by  tenements  to  a 
house,  and  the  number  of  families  and  individuals 
occupying  houses  with  the  specified  number  of 
tenements. 

TABLE  XI. — Families  and  Persons  in  Houses,  wdth  Specified 
Number  of  Tenements. 
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Tenements  to 

Number  of 
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Number  of 
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4.6 

4 
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51 
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966 
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4-7 

5 

or  more 

Total 

43 

286 

1258 

29.25 

4.4 
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1394 

6519 

II. 10 

4.67 
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Of  the  587  houses  investigated,  203,  or  over  one- 
third,  have  l3Ut  a  single  tenement  to  the  house,  that  is 
the  entire  house  is  occupied  by  a  single  family,  though 
in  several  cases  a  part  of  the  building  is  used  as  a  store. 
Fourteen  and  five-tenth  per  cent  of  all  the  families, 
comprising  15.4  per  cent  of  the  population,  live  in 
houses  containing  a  single  household.  This  percentage 
probably  holds  good  for  the  city  as  a  whole,  as  well  as 
for  the  selected  streets.  Houses  with  two  dwellings 
make  up  the  next  largest  group,  namely,  165  or  28.1 
per  cent,  in  which  live  23.7  per  cent  of  the  families 
and  23.8  per  cent  of  the  population.  Together  these 
two  groups  comprise  over  60  per  cent  of  the  houses 
and  almost  40  per  cent,  of  the  population.  The  largest 
percentage  of  the  population,  26.6,  live  in  houses 
containing  three  tenements,  though  the  absolute  num- 
ber of  houses  is  naturally  much  smaller.  If  we  define 
a  "  tenement  house  "  as  every  house  in  which  three  or 
more  families  live  independently  of  one  another,  we 
find  that  somewhat  less  than  40  per  cent  of  the  houses 
are  of  this  character.  More  than  60  per  cent  of  the 
population  live  in  such  tenement  houses,  according  to 
our  investigation,  a  figure  which  corresponds  exactly 
with  conclusions  reached  from  figures  for  the  whole 
city.  Such  houses  are  naturally  more  densely  popu- 
lated than  others,  the  average  number  of  persons  to  a 
house  with  three  or  more  tenements  being  18.  i  as 
against  ii.i  for  all  houses  included  in  this  investigation 
and  8.5  for  the  city  at  large. 

If  we  note  more  in  detail  the  number  of  persons  to  a 
house,  arranged  according  to  the   number  of  tenements 
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to  a  house,  we  find  an  enormous  concentration  in  each 
house  as  the  number  of  tenements  to  a  house  increases. 
While  in  single  houses  the  average  number  of  per- 
sons to  a  house  is  only  4.94,  it  more  than  doubles  when 
the  number  of  tenements  is  doubled,  being  9.41  to  a 
two-tenement  house.  For  a  house  with  three  tene- 
ments, the  average  number  of  persons  is  13.91,  with 
four  tenements  18.94,  while  in  all  houses  containing 
five  or  more  tenements  there  live,  on  an  average,  29.25 
persons  to  a  house.  The  concentration  of  population  in 
such  houses  is  quite  as  great  in  Yonkers  as  in  the  larger 
cities.  They  are,  however,  fairly  scattered  through  the 
whole  town,  so  that  there  are  no  really  congested 
districts,  or  slums,  as  in  New  York. 

In  Table  XII  are  presented  the  same  facts  in  greater 
detail,  namely,  the  number  of  families  and  persons  occu- 
pying houses  with  the  specified  number  of  tenements, 
by  streets,  and  the  average  number  of  persons  to  a  house 
in  each  street. 

The  greatest  absolute  number  of  real  tenement  houses, 
that  is  houses  occupied  by  three  or  more  families,  is 
found  in  Clinton  street  and  Palisade  avenue.  The  aver- 
age number  of  persons  to  a  house  shows  a  wide  varia- 
tion, ranging  from  6.4  in  Webster  avenue,  where  most 
of  the  houses  are  small  detached  cottages,  to  21.1  in 
New  School  street,  where  are  to  be  found  typical  city 
tenement  houses  built  in  rows  and  three  or  four  stories 
in  height. 

If  we  compare  the  percentages  obtained  from  Table 
XII  with  similar  figures^  from  New  York,  Chicago,  Phil- 

^  See  note  4  on  p.  302. 
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adelphia,  Boston  and  Baltimore,  in  all  which  cities  we 
should  expect  to  find  the  conditions  worse  than  in  Yon- 
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kers,  at  least  as  regards  concentration  of  population,  we 
obtain  results  not  altogether  in  favor  of  this  city.  Ta- 
ble XIII  shows  the  percentage  of  families  and  persons 
living  in  houses  with  the  specified  number  of  tenements. 
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Philadelphia,  the  city  of  small  houses,  shows  the  best 
conditions;  55.91  percent  of  all  families  in  the  slum 
district,  or  over  one-half,  comprising  60.97  P^^  cent  of 
all  individuals,  live  in  houses  of  one  tenement,  that 
is,  occupy  the  whole  house.  Baltimore  follows  with 
36.25  per  cent  of  all  families,  comprising  43.12  per 
cent  of  all  individuals,  in  single  houses.  New  York 
and  Chicago  alone  show  more  crowded  conditions  than 
Yonkers,  with  1.84  and  9.53  per  cent  of  families  res- 
pectively living  under  these  conditions,  as  against  14.56- 
per  cent  for  Yonkers.  These  same  two  cities  are  also 
the  only  ones  which  show  a  larger  percentage  than  Yon- 
kers of  families  living  in  houses  of  five  or  more  tene- 
ments. We  may,  therefore,  infer  from  these  figures  that 
the  concentration  of  the  population  in  few  houses  is 
greater  in  New  York  and  Chicago,  and  less  in  Philadel- 
phia, Boston  and  Baltimore,  than  it  is  in  Yonkers.  The 
greatest  number  of  tenements  to  a  house  in  this  city 
was  15  in  a  tenement  house  on  Garden  street  ;  in  the 
other  cities  the  maximum  number  varied  from  13  in 
Baltimore  to  47  in  Boston  ;  Philadelphia  having  15, 
Chicago  24,  and  New  York  29  tenements  in  a  single 
house. 

If  we  make  the  number  of  persons  to  a  house  the  basis 
of  still  another  comparison  with  other  cities,  we  find 
again  that  Yonkers  makes  an  unfavorable  impression, 
only  New  York  and  Chicago,  as  before,  showing  more 
crowded  conditions.  The  following  table  shows  the 
average  number  of  persons  to  a  house  both  for  the  cities 
at  large  and  for  selected  districts. 
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TABLE  XIV. — Number  of  Persons  to  a  House. 

City  at  Selected 

Cities.  large. 1  Districts.^ 

New  York 18.52  36.79 

Chicago 8.60  15-51 

Philadelphia 5.60  7.34 

Boston* 8.52  8.58 

Baltimore 6.02  7.71 

Yonkers 8. 55  11. 10 

There  is,  in  each  of  the  cities,  invariably  a  larger 
number  of  persons  to  a  honse  in  the  selected  district 
than  in  the  city  at  large/ 

The  differences  in  Baltimore,  Boston  and  Philadelphia 
are  not  great,  although  noticable.  In  both  columns 
Philadelphia  has  the  smallest  average.  This,  as  is  well 
known,  is  due  to  the  large  number  of  houses  occupied 
by  single  families  and  owned  by  them,  a  condition 
fostered  by  the  building  and  loan  associations  and  the 
system  of  transportaiion   in  operation  in  that  city.     In 

'  Census  of  1890,  Volume  on  population. 

^Seventh  Special  Report  of  the  U.  vS.  Commissioner  of  Labor,  1S94, 
p.  86. 

^  The  average  for  the  eleven  most  densely  populated  wards  in  Boston 
is  1 1. 01  persons  to  a  house,  even  this  being  below  the  average  for  Yonk- 
ers in  the  second  column.  Twenty-second  annual  report  of  Massa- 
chusetts bureau  of  labor  statistics,  1891,  p.  541. 

*The  districts  investigated  in  the  cities  of  New  York,  Chicago, 
Philadelphia  and  Baltimore,  "  are  among  the  worst  in  the  cities,  and 
may  be  denominated  as  the  centers  of  the  slum  population."  In 
Boston  the  inquiry  included  all  "  rented  tenements  "  in  the  cit)%  that 
is,  "all  places  of  residence  hired  or  leased."  The  population  can- 
vassed in  the  five  cities  was  as  follows  :  New  York,  28,996  ;  Chicago, 
19,748;  Philadelphia,  17,060;  Baltimore,  18,048;  Boston,  311,396. 
The  scope  of  the  investigation  in  Yonkers  has  already  been  described. 
It  will  seem  probable  that  the  statistics  here  presented  represent  the 
worst  conditions  in  the  first  four  cities,  average  ones  in  Boston,  and 
in  Yonkers  conditions  fairly  typical  of  the  working  people,  though  not 
of  the  slum  element.  These  facts  should  be  borne  in  mini  when 
comparisons  are  made. 
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New  York  and  Chicago  the  number  of  persons  to  a 
house  in  the  slum  districts  is  ahnost  double  that  found 
in  the  whole  city.  In  Yonkers  the  difference  is  not 
marked,  although  greater  than  in  any  of  the  other  three 
cities. 


V. 


AVERAGE  SIZE  OF  FAMILIES. 

Another  basis  for  determining  the  manner  of  living 
as  respects  crowding,  is  the  size  of  the  family,  in  the 
meaning  of  the  term  as  used  in  the  Federal  Census  re- 
ports.' This  includes  not  only  the  actual  family,  but 
also  boarders,  lodgers  and  others  living  with  them,  con- 
sidered as  a  unit. 

From  Table  XV.  we  see  what  the  distribution  of 
families  in  the  canvassed  districts  of  Yonkers  is  : 

TABIvE  XV. — Number  of  Families  Consisting  of   specified   Number 

of  Persons. 


Aver- 

age 

num- 

Street. 

I 
Per- 
son. 

2  Per- 
sons. 

3  Per- 
sons. 

4  Per- 
sons. 

5  Per- 
sons. 

6  Per- 
sons. 

V 
Per- 
sons. 

8  or 
more. 

ber 
per- 
sons 
to  a 
family 

Clinton 

.^ 

28 

25 

20 

31 

22 

12 

26 

4-97 

St.  Mary 

2 

3 

2 

I 

I 

3.6b 

Washington 

6 

9 

23 

17 

15 

14 

10 

6 

4.46 

James 

2 

8 

3 

4 

3 

4 

I 

2 

3-«9 

John 

3 

I 

I 

2 

I 

I 

2 

4-73 

Elm 

3 

3 

I 

4 

2 

I 

4.93 

Palisade 

5 

30 

32 

25 

23 

26 

17 

24 

4.83 

Carlisle 

4 

7 

9 

5 

7 

8 

4 

I 

4.11 

Garden 

12 

19 

.     29 

34 

24 

24 

9 

14 

4-39 

Mulford 

^ 

17 

II 

24 

13 

12 

6 

7 

4-34 

Parker 

I 

3 

9 

7 

10 

14 

6 

4 

5.09 

Orchard 

I 

30 

24 

27 

40 

26 

16 

20 

4.72 

Vineyard 

6 

19 

20 

29 

?,b 

28 

II 

24 

4-95 

New  School- 

3 

8 

8 

8 

9 

4 

8 

5.27 

School 

13 

16 

20 

14 

12 

4 

7 

4.48 

Webster 

I 

5 

8 

6 

8 

5 

4 

4.48 

Total 

44 

199 

221 

232 

236 

209 

104 

149 

4.67 

Percentage 

3-15 

14.28 

15.85 

16.65 

16.93 

14.99 

7.46 

10.69 

^  See  page  284. 
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It  is  seen  that  44  persons,  constituting  3.15  per  cent 
of  the  families  live  alone  ;  the  censns  of  1890'  gave  only 
1.69  per  cent  of  the  families  in  the  city  as  consisting  of 
one  person.  Families  consisting  of  from  2  to  6  persons 
make  np  78.68  per  cent  of  all  those  investigated  ;  for  the 
whole  city  in  1890  the  proportion  was  71.87  per  cent. 
Families  of  seven  persons  or  over  constitute  in  the 
selected  districts  and  the  whole  city  respectively  18.16 
per  cent  and  26.44  per  cent.  Clinton  street  harbors  the 
greatest  number  of  large  families,  next  to  it  in  order 
coming  Palisade,  Vineyard  and  Orchard.  The  smallest 
average  family  is  found  in  St.  Mary's  street,  and  the 
largest  in  New  School  street ;  the  variation  from  the 
average  for  the  whole  district,  namely  4.67  persons  to  a 
family,  is,  however,  in  no  case  very  great. 

A  comparison  of  this  city  with  four  other  cities,  for 
which  similar  data  are  available,  shows  some  rather  un- 
expected results. 

TABLE  XVI.— Families  in  Cities  and  Selected  Districts.' 


Slum  population. 

Total  Population. 

Cities. 

Most  common 
family. 

Average  size 
of  family. 

Most  common 
family. 

Average  size 
of  family. 

New  York 

Chicago 

Philadelphia 

Baltimore 

Yonkers 

5  persons 

4 

5 

3 

5 

4.90 
5-09 
5-15 
4.48 
4.67 

3  persons 

4 
4 
4 
5 

4.84 
4-99 
5-IO 
5-OI 
5.26 

One  w^ould   naturally  expect  to  find  the   larger  fami- 
lies   in  the    "  slum "    districts,    but    this    is    the    case 


^  Census  of  1890,  Volume  on  Population,  p.  953. 
'  Seventh  Special  Report,  etc.,  1894,  p.  44. 
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in  only  two  cities,  New  York  and  Philadelphia,  while 
in  Baltimore  the  most  common  family  consists  of 
three  in  the  slum  districts,  as  against  four  for  the 
whole  city.  This  maybe  due  to  the  absence  of  servants 
among  the  poorer  classes,  while  in  New  York,  the  change 
from  families  of  three  to  those  of  five  persons  as  the  pre- 
dominant one  is  probably  owing  to  the  large  families  of 
the  poor  foreign  population.  In  Chicago  and  Yonkers  the 
predominant  family  is  the  same  for  the  selected  districts 
and  the  whole  city.  In  comparing  the  average  size  of 
families  we  find  the  slum  families  to  be  slightly  larger 
than  the  average  for  the  whole  city  in  Chicago,  New  York 
and  Philadelphia,  while  in  Baltimore  and  Yonkers  the 
families  of  the  slums  are  considerably  smaller  than  the 
average  for  the  whole  city.  This  may  be  in  part  due  to  the 
absence  of  large  hotels  and  boarding  houses  or  institu- 
tions which  harbor  large  numbers  of  inmates  in  the 
selected  districts,  but  which  raise  the  average  for  the 
whole  city.  But  it  is  not  altogether  fair  to  characterize 
the  streets  investigated  in  Yonkers  as  a  "slum." 


VI. 

AVERAGE  NUMBER  OF  ROOMS  IN 
TENEMENTS. 

The  mere  ennineration  of  the  nuniber  and  character 
of  the  houses  does  not  afford  very  satisfactory  informa- 
tion as  to  the  condition  of  the  people,  nor  does  the  num- 
ber of  persons  to  a  house  give  more  than  a  superficial 
indication  of  the  amount  of  over-crowding.  Both  these 
facts  have  been  presented  for  the  districts  investigated 
in  Yonkers.  The  number  of  persons  to  a  house,  the 
further  classification  of  the  population  according  to  the 
number  of  tenements  to  a  house,  and  the  size  of  the  family 
have  all  been  given  in  detail,  and  have  made  clear  the 
fact  that  there  exists  a  large  tenement  house  population 
in  Yonkers  and  a  considerable  degree  of  concentration. 
It  now  remains  to  determine  more  definitely  the  degree 
and  extent  of  the  over-crowding,  and  this  we  shall  best 
arrive  at  by  a  further  classification  according  to  the  num- 
ber of  rooms  to  a  tenement.  Table  XVII  exhibits  the 
number  of  families  having  the  specified  number  of  rooms, 
and  the  population  comprised  in  these  families,  with  the 
average  number  of  persons  to  a  family  and  to  a  room. 

From  this  we  see  that  there  are  four  families  occupy- 
ing single  room  tenements,  but  the  number  is  so  small 
— less  than  i  per  cent  of  the  population — that  we  may 
pass  them  by.  The  number  of  families  occupying  two- 
room  tenements  is  much  greater,  comprising  4.52  per 
cent  ;  the  average  number  of  persons  to  a  room  in  this 
class  is  1.53.     In  the  three-room  tenements  is  found  the 
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TABLE  XVII. 


Rooms  to  a 
tenement. 


1  Rooin__ 

2  Roonis_ 

3  Rooms. 

4  Rooms, 

5  Rooms  _ 

6  Rooms_ 

7  Rooms. 

8  or  more 

Total 


Number 

of 

rooms. 


4 

126 

1287 
130S 
1 1 40 
1290 
427 
590 


6172 


Number 

of 
families. 


4 

63 

429 

327 
228 

215 
61 
62 


1389I 


Number 

of  in- 
dividuals. 


6 

193 

1795 

1467 

"54 

1151 

333 

392 


650 1 1 


Average 

number  in 

family. 


4.67 


Average 
persons  to 


1.50 

1-53 

1-39 

1. 12 

1. 01 

.89 

•  78 

.66 


1.05 


largest  number  of  families,  429,  comprising  1,795  i^^di- 
viduals,  or  30  per  cent  of  all  the  families  under  con- 
sideration. In  this  class  the  average  number  of  persons 
to  a  room  is  1.39.  From  tliis  point  onward  as  the 
tenements  increase  in  size  the  number  of  families  in  oc- 
cupancy is  found  to  decline  quite  rapidly.  Thus  only 
327  families  occupy  four-room  tenements,  or  23  per 
cent.  At  the  same  time  with  the  increase  in  the  size  of 
the  tenements,  the  size  of  the  family  exhibits  an  in- 
crease, but  the  average  number  of  persons  to  a  room 
constantly  diminishes.  In  other  words,  though  the 
families  which  occupy  the  more  roomy  tenements  are 
larger  than  the  average,  they  do  not  increase  in  the 
same  proportion  as  the  size  of  their  tenements,  so  that 
they  live  under  increasingly  better  conditions. 

By  considering  whole  cla.sses  as  we  have  done,  we  can 
get  only  a  general  idea  of  the  amount  of  crowding  which 
these  figures  express,  but  by  referring  to  the  column  in 

*  In  the  case  of  5  families  comprising  18  persons,   the   number  of 
rooms  was  not  given. 
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the  table  sliowing  tlie  number  of  persons  to  a  room,  we 
;see  that  75  per  cent  or  three-fourths  of  all  the  families, 
comprising-  4,625  persons,  (71  per  cent  of  the  popula- 
tion) have  on  the  average  less  than  one  room  apiece. 
Just  what  this  means  will  be  more  clear  if  we  consider 
a  typical  family.  Let  us  take  the  case  of  a  family 
living  in  a  three-room  tenement. 

The  average  number  of  persons  in  such  a  family  is 
given  as  4.2,  or,  in  round  numbers,  say  4  persons.  That 
is  to  say,  such  an  average  family  will  doubtless  be  com- 
posed of  father,  mother  and  two  children,  and  the  tene- 
ment of  three  rooms  will  contain,  probably,  a  living 
room  and  two  bed-rooms.  If  both  the  children  are 
young  or  of  the  same  sex,  the  family  may  be  accomo- 
dated in  the  two  bed-rooms,  otherwise  the  living  room 
or  kitchen  must  be  used  as  a  sleeping  room  also.  In  any 
•case  a  tenement  of  three  rooms  will  be  overcrowded  if 
occupied  by  more  than  four  persons.  xA.s  the  average 
for  the  class  is  4.2  persons  to  a  family,  it  is  clear  that 
while  some  of  the  families  consist  of  fewer  members, 
many  of  them  are  composed  of  five,  six  and  even  more 
individuals,  and  that  these  families  must  be  frightfully 
over-crowded  in  a  small  tenement.  The  average  size  of 
the  family  in  a  four  room  tenement  increases  to  4.5  per- 
sons, but  the  number  of  persons  to  a  room  exhibits  a 
decrease  from  1.39  to  1.12.  In  the  five  room  tenements 
the  average  size  of  the  family  is  5.1  and  there  is  an 
average  of  almost  a  whole  room  for  each  member  of  the 
family.  From  this  point  on  the  increase  in  the  number 
of  rooms  is  more  rapid  than  in  the  size  of  the  family, 
and  in  all  tenements  containing  six  or  more  rooms  there 
is  more  than  a  room  apiece  for  all  persons. 
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A  presentation  of  the  facts  contained  in  Table  XVII, 
in  detail  for  all  the  streets,  follows  in  Table  XVIII  in 
order  that  conditions  in  the  varions  districts  may  be 
compared  with  one  another. 

From  this  it  is  seen  that  the  best  conditions  obtain  in 
Webster  avenne  and  vSchool  street,  wdiere  the  average 
number  of  persons  to  a  room  is  only  .74  and  .83  re- 
spectively for  the  entire  street.  On  the  other  hand, 
New  School  and  Clinton  streets  exhibit  the  worst  con- 
ditions, having  an  average  of  1.37  and  1.31  persons  to  a 
room  respectively.  It  is  almost  exclusively  in  the  two, 
three  and  four  room  tenements  that  the  overcrowding 
occurs,  the  average  number  of  persons  in  such  tenements 
in  these  two  streets  being  five,  or  considerably  higher 
than  the  average  for  the  whole  district,  as  given  in  Table 
XVII.  The  majority  of  the  streets  show  a  greater  num- 
ber of  persons  to  a  room  than  the  average  for  the  whole 
district,  namely,  1.05. 

It  is  of  interest,  though  not  perhaps  of  any  definite 
value,  to  note  the  prevailing  nationality  in  those  streets 
which  show  the  best  and  worst  housing  conditions. 
These  conditions  are  undoubtedly  best  in  Webster  avenue 
where  one-half  of  the  houses  have  only  a  single  family, 
and  where  only  one-quarter  of  the  dwellings  are  of  less 
than  five  rooms.  In  Clinton  street  the  conditions  are  un- 
doubtedly the  worst  of  all  the  streets  convassed  ;  here 
only  one-  eighth  of  the  houses  are  inhabited  by  a  single 
family,  while  seven-eighths  of  the  dwellings  have  less 
than  five  rooms.  In  Webster  avenue,  one-half  of  the 
families  are  American, — the  largest  percentage  in  any 
street — while  the  majority  of  those  remaining  are  Irish, 
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English  and  German.  In  Clinton  street,  abont  half  of 
the  families  are  Slavs — Hnngarian,  Russian  and  Polish, — 
most  of  the  others  being  Irish  and  German.  Of  course 
other  factors  enter  into  account  here,  such  as  wages, 
rent,  size  of  family,  etc.,  which  vitiate  any  general  con- 
clusions drawn  from  these  few  facts.  But  the  facts  pre- 
sented here  seem  to  substantiate  the  experience  in  other 
cities. 

The  position  of  Yonkers  as  regards  crowding  in  the 
tenements  may  best  be  seen  by  a  comparison  between  it 
and  five  other  cities  for  which  similar  data  are  available^ 
which  is  presented  in  Table  XIX. 

The  predominant  dwelling  in  Yonkers  is  seen  to  be 
one  with  three  rooms,  while  four-room  dwellings  are  al- 
most as  common — a  better  state  of  things  than  is  found 
in  any  of  the  five  large  cities  with  which  it  is  compared. 
Of  these,  Philadelphia  and  Chicago  exhibit  the  best  con- 
ditions, while  in  New  York  and  Baltimore,  tlie  number 
of  two  room  tenements  is  the  largest.  In  Baltimore  the 
percentage  of  persons  living  in  single  rooms  is  astonish- 
ingly large,  while  the  average  number  to  a  room — 3.15 
— is  greater  than  for  any  other  city.  In  this  respect, 
too,  Yonkers  compares  very  favorably  with  the  other 
cities,  showing  a  smaller  average  number  to  the  room,, 
that  is,  less  overcrowded  conditions  than  the  others  in 
every  instance  but  two,  exclusive  of  Bostou,  which 
shows  better  conditions  throughout.  There  is  a  fairly 
regular  decrease  in  the  average  number  of  persons  to  a 
room  as  the  dwellings  grow  larger,  a  not  surprising  re- 
sult since  the  dwelling  is  apt  to  increase  in  size  with 
higher  wages  while  the  family  remains  about  the  same. 
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The  average  number  to  a  room  in  Baltimore  was  1.19; 
in  Chicago,  1.37  ;  in  New  York,  1.88  ;  in  Philadelphia, 
1.47  ;  and  in  Yonkers  1.05.  The  difference  in  favor  of 
Yonkers  is  undonbtedly  due  to  the  fact  that  rent  is  not 
so  high  there  as  in   the  larger  and  more  densely  popu 
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lated  cities.  In  the  districts  canvassed  in  the  larger 
cities,  too,  there  is  a  large  foreign  element,  which  herds 
together  in  small  quarters,  and  makes  the  average  of 
persons  in  a  room  consequently  high.  The  statistics  from 
the  three  largest  cities  in  Continental  Europe  show  to 
what  extent  the  crowding  prevails  there  throughout 
whole  cities  :  the  average  number  of  persons  to  a  room 
in  1890'  was,  in  Vienna  2.1  ;  in  Berlin  1.9  ;  in  Paris  i.i. 

In  grouping  together  large  numbers,  what  is  won  in 
correctness  by  the  elimination  of  small  errors,  is  lost  in 
clearness  of  detail  and  sharpness  of  outline.  To  obtain 
a  more  adequate  view  of  actual  individual  conditions  we 
must  enter  into  detail.  In  Table  XX  an  attempt  has 
been  made  to  give  a  better  idea  of  the  extent  of  over- 
crowding in  the  dwellings  investigated  in  Yonkers. 

In  defining  "  overcrowding  "  a  very  high  standard  has 
been  adopted  as  compared  with  that  used  in  similar  in- 
vestigations in  other  cities,  but  one  which  is  certainly 
not  out  of  the  reach  of  American  workmen,  and  which 
certainly  should  be  set  as  a  desirable  standard.  All 
dwellings  have  been  considered  as  "  overcrowded  "  where 
more  than  two  persons,  on  an  average  for  the  whole  fam- 
ily, used  a  room,  including  bedrooms,  living  room,  and 
kitchen.  There  are  many  instances  where  three  persons 
sleeping  in  a  roon,  as  parents  and  a  young  child,  or 
three  children,  could  not  be  said  to  overcrowd  it,  but 
where  this  average  is  kept  up  for  a  whole  family  in  all 
its  rooms,  we  are  certainly  justified  in  calling  this  dwell- 

>  wiener  Wohnungsverhaltnisse,  by  Dr.  Eugen  von  Philippovich, 
Archiv  fiir  sociale  Gesetzgebimg  und  Statistik,  (Berlin,  1894),  Band 
VII,  Heft  2,  p.  221. 
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TABLE  XX. — Number  Fai:iilies  and  Individuals  in  Overcrowded 
Tenements. 
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1.06 
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1-37 

1.05 

2.50 

Vineyard i       3 
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Total 15 

Percentage'!  23.8 

16 

7 

86 
44-5 

2.46 
2.86 

2.57 

ing  overcrowded.  When  the  crowding  results  in  forc- 
ing eight  persons  into  two  small  rooms,  as  was  done  in 
a  dwelling  in  Garden  street,  or  when  in  three  room 
dwellings,  families  of  9,  10,  11,  and  12  persons  are  found, 
we  are  guilty  of  no  exaggeration  when  we  denounce 
such  herding  together  as  unworthy  of  self-respecting 
men  and  women.  What  the  influence  on  the  children 
must  be,  who  either  share  the  same  room  and  bed  with- 
out any  separation  of  the  sexes,  and  that,  too,  at  an  age 
when  such  intimacy  is  fraught  with  the  gravest  dangers 

^  The  percentages  are  of  the  total  number  of  families  (S19)  and  of 
individuals  (3,455)  in  the  2,  3,  and  4  room  tenements.  Compare 
Table  XVII. 
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to  decency  and  morals,  or  who  witness  in  their  parents' 
room,  acts  which  should  remain  veiled  to  them,  it  is  un- 
necessary to  dwell  upon  here.  Attention  has  been  re- 
peatedly called  to  the  evil  effects  of  such  overcrowding 
from  a  hygienic  point  of  view,  and  the  statistics  of  im- 
morality and  incest  furnish  abundant  proof  of  its  in- 
fluence on  morality. 

If  we  call  all  dwellings  overcrowded  in  which  more 
than  two  persons  come  upon  a  single  room,  we  find  that 
86  dwellings,  or  23.8  per  cent  of  those  canvassed,  with  a 
total  population  of  653  persons,  are  in  this  condition. 
That  is,  almost  one-fifth  of  the  3455  persons  under  consid- 
eration live  in  such  a  manner  as  to  preclude  the  possibil- 
ity of  a  happy  or  comfortable  family  life.  In  this  fact  is 
to  be  found  one  of  the  chief  reasons  for  the  existence  of 
the  saloon,  and  only  by  striking  at  the  root  of  the  matter, 
the  bad  housing  conditions  of  the  poor,  can  headway  be 
made  against  this  evil. 

In  England  all  those  tenements  are  considered  over- 
crowded in  which  on  an  average  two  or  more  persons 
live  in  a  room,^  which  is  a  higher  standard  than  the  one 
adopted  in  this  investigation.  If,  however,  we  adopt 
this  standard  for  Yonkers,  we  still  have  practically  the 
same  results.  There  are,  in  the  district  canvassed,  70 
families,  comprising  446  individuals,  who  have  an  aver- 
age of  exactly  one  room  for  every  two  persons.  That  is 
to  say,  there  are  155  families,  (11. 12  per  cent)  com- 
prising 1099  persons  (15.38  per  cent  of  all),  who  live 
in    such     overcrowded    tenements.     A     comparison    of 

iR.    Mayo-Smith,     Sociology    and    Statistics,    (New   York,    1896) 
p.  191. 
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Yonkers  with  other  cities  will  best  show  how  high  this 
percentage  is.  In  Boston  only  2.03  per  cent  of  the 
population  were  living  under  such  conditions  ; '  in  a  cer- 
tain crowded  district  in  New  York  city — the  19th  as- 
sembly district — the  percentage  was  ii.i,  of  which 
however,  only  4.73  per  cent  lived  in  tenements 
with  more  than  two  persons  to  a  room."  The  propor- 
tion in  urban  districts  in  England  in  1890  was  12.31 
per  cent,^  or  slightly  higher  than  in  Yonkers. 

But  high  as  the  proportion  in  tliis  city  may  seem,  it  is 
still  small  as  compared  with  similar  conditions  in  Ger- 
many, for  instance.  If  the  same  standard  be  adopted  for 
Berlin,  we  find  that  in  1890,  one-third  of  the  population 
of  that  city  lived  in  overcrowded  dwellings.^  Usually 
the  term  "  overcrowded  "  is  applied  in  the  German  cities 
only  to  those  dwellings  where  there  are  six  or  more  in- 
habitants for  two  rooms  and  ten  or  more  for  three  rooms. 
Applying  this  standard  we  find  that  the  following  per- 
centages of  "small  dwellings"  (those  of  i,  2  and  3 
rooms  each)  were  overcrowded  in  1890:  Berlin  2)-?i'i 
Hamburg  1.15;  Breslau  10;  Leipzig  7.8;  Frankfurt 
a/M  2.8.^  In  Yonkers  the  proportion  would  be  2.4  per 
cent  for  the  same  conditions,  a  lower  rate  than  is  shown 
for  any  of  the  European  cities  named,  except  Hamburg. 

^Mass.  Rep.,  1891,  p.  365. 

'^  Second  Sociological  Canvass,  Federation  of  Cliurches  in  N.  Y. 
City,  (1897),  p.  87. 

^  Census  of  England,  Vol.  IV,  p.  19. 

*  Otto  Truedinger,  Die  Arbeiterwohnungsfrage,   (Jena,  18S8),  p.  32. 

* Statistisches  Jahrbuch  der  deutschen  Stiidte,  3  Jahrgang  (Breslau, 
1893),  p.  42. 
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A  comparison  with  foreign  cities  is  of  value,  for 
further  analysis  shows  that  it  is  largely  among  foreigners 
that  overcrowding  occurs,  more  than  half  of  those  who 
live  under  such  conditions  in  Yonkers  being  Hungarians. 
Next  to  these  come  the  Irish  and  Italians.  Among  the 
Hungarians  there  was  scarcely  a  case  which  was  not 
caused  by  taking  in  lodgers.  Inasmuch  as  the  wife  not 
infrequently  works  as  out  well  as  the  husband,  it  is  plain 
that  this  overcrowding  is  not  so  much  the  result  of  pov- 
erty as  of  a  low  standard  of  comfort.  Less  often  was  the 
large  number  of  children  the  immediate  cause,  though 
this  is  frequently  true.  With  a  constantly  increasing 
family  a  small  dwelling,  which  was  commodious  when 
shared  by  two,  becomes  inadequate,  and  just  at  the  time 
when  the  father  should  make  a  greater  outlay  for  rent 
to  provide  himself  with  larger  quarters,  such  expense  be- 
comes impossible  owing  to  the  other  growing  demands 
on  his  purse. 

By  reference  to  Table  VI  it  will  be  seen  that  out  of 
the  total  population  of  6519  persons  canvassed  583  were 
boarders,  that  is,  persons  living  with  a  family  with 
which  they  had  no  connection  by  blood  or  marriage  ;  all 
relatives  were  included  in  the  family  proper,  as  far  as 
possible.  That  is,  8.94  per  cent  of  all  lived  in  this  re- 
lation, the  greater  number  of  whom  were  single  men. 
This  fact  seems  to  point  to  the  need  of  a  men's  lodging 
house  in  Yonkers. 

In  Berlin  and  Vienna,  where  the  custom  of  taking 
"  night  lodgers  "  is  widespread,  the  corresponding  per- 
centages in  1890  were  respectively  8.6  per  cent  and 
14.13  per  cent  of    the  total   population.'       In    Clinton 

'  Stalistisches  Jahrbuch  der  deutschen  Stadte,  3  Jahrgang,  p.  53. 
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street,  where  a  large  Slavish  population  resides,  about 
one-fourth  of  the  inhabitants  were  boarders:  next  in  order 
come  Washington  street,  inhabited  by  the  same  class, 
and  Garden  and  Orchard  streets,  where  the  population 
is  principally  Irish. 


VII. 

REAR  TENEMENTS. 

In  all  investigations  of  tenement  house  conditions,  it 
has  been  found  that  where  front  and  rear  tenement 
houses  stood  on  the  same  lot,  there  the  crowding  was  the 
worst,  the  available  air  space  least  and  the  mortality 
greatest.'  In  New  York  the  death-rate  in  1893  was 
22.21  for  tenements  standing  singly  on  a  lot,  and  27.66 
where  there  were  front  and  rear  houses  on  the  same  lot. 
Not  only  are  these  rear  houses  in  an  unsanitary  en- 
vironment, but  as  a  rule  they  are  old  and  in  bad  re- 
pair ;  as  the  rooms  in  such  houses  are  of  course  cheaper 
than  others,  they  are  sought  out  by  the  poorest  class, 
among  whom  privation  and  disease  easily  cause  a  higher 
death-rate.  In  Yonkers  the  number  of  rear  tenements 
is  small,  comprising  only  6.17  per  cent  of  the  dwellings 
under  consideration  and  sheltering  360  persons,  or 
5.52  per  cent  of  the  population.^  These  rear  tene- 
ments, though  as  a  rule  not  crowded  so  close  against 
the  front  building,  as  is  the  case  in  large  cities,  are  often 
in  a  more  unsanitary  environment  than  mere  crowding 
could  produce.  They  are  situated  in  the  yard  in  close 
proximity  to  the  privy.  Not  infrequently  there  is  a 
stable  in  the  same  yard,  or,  as  in  a  few  cases,  the  lower 
floor  of  the  building  is  itself  used  as  a  stable.  Generally 
the  yard  is  littered  with  various  things,  or  used  at  night 
as  a  storage  place  for  wagons  and  carts.      In  a  crowded 

^  Report  of  Tenement  House  Committee,  1894,  p  33. 
2  See  Table  XXI. 
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city  there  may  be  some  excuse  in  the  high  price  of 
land  for  the  erection  of  rear  tenement  houses,  but  in  a 
small  town  like  Yonkers,  where  there  is  plenty  of  un- 
occupied land  in  every  direction,  there  is  neither  neces- 
sity nor  excuse  for  the  erection  of  such  buildings.      One 

TABLE  XXI. — Number  of  Families  and  Individuals  in  Rear 
Tenements. 
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modification  in  this  condemnation  may,  however,  be 
made.  In  many  cases  the  streets  are  crooked  or  not 
parallel,  and  the  blocks  are  therefore  large  and  irregular 
in  shape,  so  that  a  rear  tenement  built  at  the  rear  of  a 
very  deep  lot  would  not  have  to  meet  such  serious  ob- 
jections. But  that  is  the  case  with  very  few  of  the 
houses  under  consideration.  Clinton  street  and  Vine- 
yard avenue,  the  two  streets  which  contain  almost  half 
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of  the  rear  teiieinents,  are  laid  out  with  perfect  regular- 
ity, as  are  most  of  the  other  streets  containing  them.  In 
the  whole  city  there  are  only  139  rear  tenement-houses 
of  which  86  are  comprised  within  the  present  investiga- 
tion. 

The  situation  of  the  dwelling  in  the  house  is  of  inter- 
est as  showing  the  number  of  families  which  occupy 
the  whole  house,  those  who  live  in  the  basement  or 
cellar  and  those  who  live  higher  than  the  third  story. 
These  particulars  are  given  in  Table  XXII.  Accord- 
ing to  this  5.1  per  cent  of  the  families  occupy  the 
whole  house;  but  in  Table  XII  we  saw  that  14.56  per 
cent  of  the  families  live  in  houses  of  only  a  single 
tenement,  so  we  may  conclude  that  these  numbers 
should  correspond  and  ma}^  reduce  the  percentage  of  those 
not  given  (24.4)  proportionately.  One  hundred  and 
twenty-six  families,  or  a  little  less  than  one-tenth,  live 
in  basements.  This  is  a  much  higher  percentage 
than  is  found  in  any  of  the  European  cities,  where 
the  evil  of  "  KellerwohniDigen  "  is  especially  great. ^ 
Thus  in  Berlin  and  Hamburg  the  percentage  is  7, 
in  Breslau  4  and  in  Dresden  2.  Many  of  the  dwell- 
ings in  Yonkers  are,  however,  not  so  bad  as  might 
seem,  since  many  of  the  houses  are  built  on  steep 
declivities,  and  the  basement  floor,  though  below  the 
level  of  the  street  in  front,  is  often  above  the  ground  at 
the  rear,  or  the  reverse.  In  general,  basement  and  cellar 
dwellings  must  be  strongly  condemned,  not  only  on  ac- 
count of  their  darkness  and  dampness,  but  also  from  the 
fact  that,  owing  to  their  low  position,  they  often  lack 

'Stat.  Jahrb.  der  deutscheii  Stadte,  3  Jahrg. ,  p.  38. 
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suitable  drainage,  water  and  toilet  accommodations. 
Where  a  privy  occupies  the  yard,  their  unsanitary  char- 
acter is  greatly  increased.  The  number  of  families 
living  on  the  fourth  floor  or  higher,  as  shown  by  the 
table,  is  small — only  3  per  cent — showing  that  the  ma- 
jority of  tenement  houses  in  Yonkers  are  not  more  than 
three  stories  high.  Almost  half  of  the  total  niimber 
live  on  the  first  and  second  floors. 


TABLE  XXII.— Situation  of  Tenements. 
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VIII. 

SANITARY  CONDITIONS. 

The  sanitary  condition  of  houses  in  Yonkers  is,  on 
the  whole,  good.  Owing  to  its  situation  on  sloping 
ground  the  drainage  is  excellent,  and  the  more  vigi- 
lant enforcement  of  the  sanitary  code  has  resulted 
in  good  general  conditions  in  this  respect  in  the  city. 
Many  of  the  property  owners  are,  moreover,  men  of 
small  means,  w^ho  live  in  or  near  the  houses  they  own, 
so  that  they  are  in  close  contact  with  their  tenants  and 
familiar  with  the  condition  of  their  buildings.  The  re- 
sult is  that  few  of  the  tenement  houses  in  Yonkers 
are  in  dangerously  bad  repair  or  menaces  to  the  public 
health.  The  following  ta'  les  (XXIII-XXV)  exhibit 
the  sanitary  condition  of  587  houses,  situated  in  the 
streets  selected  for  investigation,  and  have  been  com- 
piled from  records  filed  with  the  board  of  health.  Be- 
fore entering  upon  an  analysis  of  the  results  of  these 
tables,  it  will  be  well  to  explain  briefly  what  is  meant 
by  the  various  terms  employed.  The  term  "  Sanitary 
condition"  includes  the  state  of  repair,  drainage,  sur- 
roundings and  general  condition  of  the  house.  The 
classification  of  the  tenements  as  "good,"  "fair," 
*'  poor"  or  "  bad"  is  necessarily  more  or  less  the  result 
of  the  individual  judgment  of  the  investigator,  but  it  is 
thought  that  the  terms  are  sufficiently  clear  and  explicit 
to  preclude  any  great  errors.  The  cleanliness  of  the 
tenements  refers  to  conditions  under  control  of  the  ten- 
ant ;  here,  as  well  as  in  respect  to  the  condition  of  the 
yard,  only  a  threefold  classification  was  made  into 
*' clean,"  "fair"    and    "dirty." 
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Table  XXIII  exhibits  the  houses  investigated,  classi- 
:fied  according  to  their  sanitary  conditions  and  the  clean- 
liness of  the  yards  and  rooms  ;  Table  XXIV  shows  the 
number  of  persons  living  under  these  conditions. 
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Referring  to  the  recapitulation  at  the  foot  of  the 
tables  it  is  seen  that  416  houses,  or  70.88  per  cent,  con- 
taining 4,102  individuals,  or  almost  two-thirds  of  the 
6,000  under  consideration,  were  classed  under  "good  " 
sanitary   conditions,    while    t^-j    houses,    with    6.15    per 
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cent  of  the  population,  were  reported  as  in  "  bad  "  sani- 
tary condition.  xA.bont  one-eighth  of  the  houses  in 
which  live  a  little  more  than  one-eighth  of  the  popula- 
tion, represent  conditions  worse  than  the  average,  that 
is,  either  "  poor  "  or  "  bad  ;  "  these  two  classes  include 
all  tenements  open  to  serious  objection.  The  greatest 
proportion  of  houses  in  "  poor  "  or  "  bad  "  sanitary  con- 
dition is  found  in  John  street ;  next  to  it  come  Clinton, 
Orchard  and  Webster. 

If  we  inquire  into  the  cleanliness  of  the  yards  at- 
tached to  the  houses,  which  has  a  close  connection  with 
the  health  and  comfort  of  the  tenants,  the  percentages  are 
found  to  be  not  so  favorable.  There  were  returned  as 
having  clean  yards,  about  400  houses  in  which  dwelt 
4,000  individuals,  or  65.9  per  cent  of  all  ;  over  1,300 
persons,  or  more  than  one-fifth  of  all,  lived  in  houses 
the  yards  of  which  were  dirty,  that  is  exposed  to  condi- 
tions either  disgusting  or  dangerous.  As  most  of  the 
yards  contain  privies  or  are  used  for  drying  clothes, 
etc.,  it  is  not  possible  for  the  tenants  to  escape  contact 
with  them.  Of  the  various  streets.  Orchard  street  is 
the  worst  offender  in  this  respect,  over  43  per  cent  of 
the  houses  there  having  dirty  yards.  Twenty-two 
houses,  with  a  population  of  162  persons,  have  no  yards 
at  all,  a  percentage  which,  however,  compares  very  favor- 
ably with  those  for  other  cities.^ 

^  The  following  percentage  of  families  in  each  of  the  investigated 
districts  live  in  houses  with  no  yards  :  New  York,  15.54  I  Chicago, 
30.53  ;  Philadelphia,  10.44  ;  Boston,  23.49  ;  Baltimore,  15.74  !  Yon- 
kers,  2.62.  7th  Spec.  Rep.  U.  S.  Com.  of  Labor,  1894,  p.  96  ;  Rep.  of 
Mass.  bureau  of  labor  statistics,    1892,  p.  125. 
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The  third  classification  of  the  tenements,  that  accord- 
ing to  the  cleanliness  of  the  rooms,  discloses  higher  per- 
centages in  the  best  class  than  either  of  the  other  two 
classifications — a  tribute  to  the  struggles  of  the  poor 
against  their  surroundings.  Over  77  per  cent  of  the 
population  lived  in  clean  rooms,  while  about  10  per  cent 
of  the  rooms,  harboring  over  11  per  cent  of  the  popula- 
tion, were  classed  as  dirty.  By  far  the  largest  propor- 
tion of  these  is  found  among  the  Irish  residents  of 
Orchard,  ]\Iulford,  Garden  and  Vineyard  streets.  Ps\- 
though  15  tenements  in  Clinton  street  are  reported  as 
dirty,  it  is  the  general  testimony  that  the  Hungarians 
are  among  the  cleanest  of  the  tenement  house  popula- 
tion. 

More  important  than  any  of  these,  however,  are  the 
facts  presented  in  Table  XXV  as  to  the  toilet  accommo- 
dations in  the  tenements. 

This  table  presents  the  number  of  houses  having 
water  closets,  privies,  and  school  closets,  and  the  number 
of  persons  using  these  conveniences.  Somewhat  less- 
than  two-thirds  of  all  the  houses  have  privies  or  closets 
in  the  yards,  which  are  used  by  3515  persons  or  56.77 
per  cent  of  the  population.  Less  than  one-third  of  the 
houses  are  provided  with  water  closets,  and  these  ac- 
commodate 2509  persons  or  40.32  per  cent  of  the  popu- 
lation. These  189  houses  are  furnished  with  370  separ- 
ate water-closets,  an  average  of  two  to  a  house.  Every 
water-closet  is  therefore  used,  on  the  average,  by  i.6- 
families  or  6.7  persons;  every  privy  or  closet  by  2.4 
families  or  9.5  persons.  These  high  averages  disclose 
one  of  the  worst  evils  in  connection  with   this  subject,. 
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namely  the  small  number  of  closets  and  privies  provided 
and  the  necessity  of  their  joint  use  by  several  families. 
In  many  cases  there  is  the  most  abominable  crowding, 
which  becomes  apparent  only  upon  a  close  inspection 
of  the  details  and  does  not  appear  at  all  in  the   table. 


330  Eco?io?nic  Studies. 

Thus,  in  12  houses,  in  which  live  56  families,  compris- 
ing 256  persons,  but  a  single  water-closet  was  provided 
for  each  house,  so  that  on  an  average  more  than  21  per- 
sons were  compelled  to  use  each  closet ;  in  no  case  were 
there  less  than  18  persons  to  a  single  closet.  Fifty- 
seven  privies  or  closets  in  the  yards  were  used  by 
219  families,  comprising  1202  individuals,  or  an  average 
of  more  than  21  persons  to  a  privy.  This  average  is, 
however,  in  reality,  not  so  high,  since  many  of  the 
privies  are  divided  into  two  or  even  three  compartments. 
The  most  noteworthy  fact  disclosed  by  the  table  is  that 
in  26  houses,  containing  180  individuals,  no  toilet  ac- 
commodation at  all  was  provided.  This  discloses  a  most 
surprising  state  of  affairs  and  one  which  demands  a 
prompt  remedy.  No  excuse  can  be  made  for  failure  to 
supply  necessary  sanitary  conveniences. 

A  closer  examination  of  the  table  shows  that  the  worst 
conditions  prevail  in  Clinton,  Garden  and  Washington 
streets  and  Vineyard  avenue.  Referring  to  the  last 
two  columns,  we  find  that  the  water  closets  in  Clinton 
street  and  the  privies  in  New  School  street  are  most 
crowded,  each  one  being  used  on  an  average  by  more 
than  II  and  18  persons,  respectively. 

A  comparison  of  Yonkers  with  six  other  cities  shows 
that  a  larger  percentage  of  families  under  investigation 
here  have  water  closets  in  their  houses  than  in  the 
selected  districts  of  four  of  the  six  cities  referred  to. 
The  percentages  of  families  living  in  houses  with  water 
closets  or  privies  are  as  follows  : 
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TABLE  XXVI. — Percentage  of  Families  using  Water  Closets 
or  Privies. 


City. 

Having  water 
closets. 

Having 
privies. 

Total. 

New  York^ 

47.31 
26.46 

30.37 
91.91 
12.07 
38.36 
40.32 

52.69 

73-53 

69.63 

8.09 

87.93 
61.64 

56.77 

ICO. 

Chicago  ^ 

100. 

Philadelphia ' 

100. 

Boston  ^       _ 

100. 

Baltimore ' 

100. 

Atlanta  3 

100. 

Yonkers  * 

97.09 

'  Seventh  Special  Report,  etc.,  1894,  p.  94. 

*  Twenty -third  annual  Massachusetts  report,  1892,  p.  120. 

^  Of  entire  city.     Eighteenth  annual  report  of  board  of  health,  1896, 
p.  18. 

*  Percentages  are  of  population  ;  2.91  per  cent  have  no  accommoda- 
tions. 


IX. 

RENT  OF  DWELLINGS. 

The  problem  of  the  housing  of  the  working  people 
is,  in  its  last  analysis,  largely  a  money  question.  Be- 
fore laying  down  any  rule  as  to  how  a  man  should  dwell 
we  must  first  inquire  what  his  other  living  expenses  are 
and  what  his  wages  amount  to.  Knowing  these  sums, 
we  are  then  in  a  position  to  say  how  much  he   may  ex- 
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pend  upon  his  housing  accomuiodations.  Fortunately 
we  have  been  able  to  tabulate  the  rents  of  1,028  out  of 
the  1,394  dwellings  canvassed  in  Yonkers,  so  that  we 
have  accurate  data  upon  which  to  base  further  conclu- 
sions. Of  the  remaining  366  dwellings,  205  were  in- 
habited by  their  owners,  while  in  161  cases  the  desired 
information  was  not  given.  Table  XXVII  gives  the 
number  of  dwellings  clas.sified  according  to  the  monthly 
rent  paid.  Of  these  the  largest  number,  185,  paid  be- 
tween $8  and  $9  rent  per  month  ;  149  paid  from  $6  to  I7. 
If  we  group  the  figures  together  we  shall  be  enabled 
to  compare  them  better  with  similar  figures  from  other 
cities.  The  Seventh  Special  Report  ^  of  the  U.  S.  Com- 
missioner of  Labor  for  the  year  1894  furnishes  a  table 
for  the  slum  districts  of  Baltimore,  Chicago,  New  York 
and  Philadelphia,  with  which  we  may  compare  the  sta- 
tistics obtained  in  Yonkers  : 
TABIvE  XXVIII. — Percentage  of  Tenements  Paying  Specified  Rent. 


Weekly  reut  paid. 

New  York. 

Chicago. 

Philadel-      „„,.. „ 

phia.          Baltimore. 

Yonkers. 

Of  5,582 

tenements. 

Of  3,572 

tenements. 

Of  3,021 
tenements. 

Of  3,251 

tenements. 

Of  1.028 
tenements. 

Under  $1 

$  I  to  1  2 

2  to      3 

3  to        4 

4  to        5 

5  to      6 

6  to      7 

7  to      8 

8  to      9_ 

1-50 

36-47 

31.80 

17.81 

3.26 

1.74 

1.02 

.18 

•13 

.14 

•50 

5-45 

2-44 

34-91 

32.22 

11.98 

3-36 

1.88 

.81 

•59 
.42 

•  17 
2.49 

8-73 

9.86 

37-17 

21.15 

10.20 

3.21 

2.85 

i^i3 
.26 

•36 

•17 

•30 

13-34 

35-99 
41.28 

10.34 

5.26 

2.09 

1. 14 

•55 

■03 

•43 

.09 

-15 
2.65 

2.34 

41-54 

41.05 

11.86 

1-55 

•97 

■19 

•19 

9  to     10 

10  or  over 

Not  specified 

.09 
•19 

Total 

100. 

100. 

100. 

100. 

100. 

^  Seventh  Special  Report,  1894,  p.  93. 
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In  all  five  cities  the  families  paying  $i  bnt  under  $2 
form  the  largest  group,  constituting  from  34.91  per 
cent  in  Chicago  to  41.54  per  cent  in  Yonkers.  Balti- 
more differs  from  the  other  cities  in  the  large  number 
of  families  which  pay  less  than  $1  a  week  for  rent,  a 
fact  due  to  the  large  percentage  of  one  and  two  room 
dwellings  found  in  that  city.  Yonkers  has  a  very  large 
proportion  of  families  which  pay  $2,  but  under  $3  a 
week,  only  15  per  cent  paying  more  than  ^3  a  week. 
This  shows  that  the  working  people  of  Yonkers  pay 
less  in  rent  than  those  in  the  other  cities  except  Balti- 
more. Being  a  much  smaller  town  the  rents  are 
naturally  lower  in  Yonkers  and  the  inhabitants  are  en- 
abled to  get  along  with  a  smaller  expenditure  for  this 
object  than  in  the  larger  cities. 

A  further  analysis  of  these  figures  will  enable  us  to  ob- 
tain a  better  idea  of  the  return  which  the  average  working- 
man  in  Yonkers  gets  for  the  money  he  expends  in  rent. 
Table  XXIX  exhibits  the  number  of  dwellings  and 
rooms,  with  average  rent  paid  for  them,  by  streets. 
Table  XXX  gives  the  same  information  in  a  different 
form,  by  rooms  to  a  dwelling.  This  latter  shows  the 
rent  per  room  in  dwellings  of  different  sizes.  A  com- 
parison of  these  figures  shows  a  constant  decrease  in  the 
cost  per  room,  as  the  dwelling  growls  larger — but 
another  illustration  of  the  fact  that  the  poor  have  to 
pay  the  highest  prices  for  all  that  they  buy.  The 
worse  a  man  lodges,  the  more  he  pays  for  his  lodging  rel- 
atively speaking.  While  the  poor  man  who  is  reduced  to 
a  single  room  or  a  small  dwelling  with  two  rooms  has  to 
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TABLE  XXIX.— Rent  of  Tenements  and  Rooms,  by  Streets. 


Clinton 

St.  Marj' 

Washington . 

James 

John 

Ehn 

Palisade 

Carlisle 

Garden 

Mulford 

Parker 

Orchard 

Vineyard  

New  School. 

School 

Webster 


Number 
of  tene- 
ments. 


7 
86 
26 


15S 
36 
67 
55 
22 

151 
119 

44 
70 
2.^ 


Total 1028 


Number 
of  rooms. 


539 
24 

316 
105 
33 
56 
754 
152 
258 
221 

91 
621 

5" 
165 
364 
116 


Total  rent. 


f;i,  146.50 

51.00 

677.50 

1 85. 00 

53-50 

122.00 

2,020.50 
257-50 
457-50 
375-25 
160.50 

1,145.00 
S70.00 
360.50 
811.00 
210.50 


Average 
monthly 
rent  per 
tene- 
ment. 


M-I3 
7.28 

7-87 

7. II 

3-66 

10.17 

12.80 

7-15 
6.83 
6.82 
7-30 

7-58 

7-31 

S.20 

11.60 

9-24 


Average 

rent  per 

room. 


4276 


^2.13 
2.12 
2.14 
1.76 
1.62 
2.18 

2.68 


,70 

■77 
,70 
,78 
,84 
o 


I 
I 
I 
I 
I 

I-/ 

2.19 

2.23 

1. 81 


,903-75     j    %  8.66  I    I2.10 


TABLE  XXX. — Rent  of  Tenements  and  rooms,  by  Rooms  to  a 
Tenement. 


Rooms  to  a  tenement. 


1  Room_ 

2  Rooms 

3  " 

4  " 

5  " 

6  " 

7  " 

8  or  over 


Total 


Number 
of  tene- 
ments. 


46 
362 
264 
170 
140 
28 
14 


Number 
of  rooms. 


92 
1086 
1056 
850 
840 
196 
139 


4275' 


Total  rent. 


%         8.00 

219.00 

2,281.50 

2,285.25 

1,676.50 

1,604.00 

437-50 

384.00 


Average 
monthly 
rent  per 
tene- 
ment. 


S  2.66 

4.76 

6.30 

8.65 

9.86 

11.46 

15.62 

27-43 


^8,895.751    '  %  8.66 


Average 

rent  per 
room. 


I2.66 
2.38 
2.10 
2.16 

1-97 
1. 91 
2.23 
2.76 


S2.08 


^  One  tenement  of  one  room,  with  rent  of  . 
included,  as  rent  seemed  excessive. 


5,  in  School  street  is  not 
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pay  $2.66  or  $2.38  a  month  per  room,  his  neighbor, 
who  has  hired  a  dwelling  of  six  rooms,  gets  off  with  25 
per  cent  less. 

This  is  a  trnth  which  is  by  no  means  confined  to 
Yonkers,  but  is  found  to  oljtain  wherever  investigations 
have  been  made  on  this  point.  I  have  been  able  to 
gather  similar  statistics  from  a  few  other  cities,  which 
are  presented  in  the  following  table. 

TABLE  XXXI. — Average  Monthly  Rent  of  Rooms,  in  Tenements  of 
Specified  Sizes. 


Rooms  to  a  tene- 
ment. 

Boston. 1 

Yonkers. '- 

Basel.3 

Vienna.* 

Leipzig.6 

Halle  a's2 

1  room 

2  Rooms 

3  "      

4  "      

5  "      

6 

15-73 
4-32 
3.38 
3.20 

3-41 
3-40 
3-73 
4.68 

I3-48 

I2.66 
2.38 
2.10 
2.16 
1.97 
1. 91 
2.23 
2.76 

I2.09 

2.20 
2.01 
2.05 
2.13 
2.34 
2.34 
2.36 

I2.I9 

I2.33 
1.63 
1.62 

13-77 
3-24 
3-19 

I1.22 

•97 
.90 

7  "      

8  or  more 

Average 

From  this  table  it  is  apparent  that  the  cost  per  room 
of  the  small  dwellings  is  greater — sometimes  much 
greater — than  that  of  the  larger  dwellings,  though  the 
size  of  the  dwelling  in   which   the  cheapest  rooms  are 

'Twenty-second  annual  leport  of  Massachusetts  bureau  of  statistics 
of  labor,  1891,  p.  512. 

'  Personal  investigations. 

'Wohnungsenquete  in  Basel,  Dr.  Karl  Biicher.  (Basel,  Switzerland, 
1890),  p.  276. 

*  Wiener  Wohnungsverhaltnis.se,  Dr.  E.  Philippovich,  ut  supra,  p. 
239- 

^  Die  Arbeiterwohnungsfrage  im  Konigreich  Sachsen,  Dr.  Morgen- 
stern  in  Arbeiterfreund,  Jahrgang  27,  1S89,  p.  36. 
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found  differs  in  different  cities.  In  Yonkers,  the  cheap- 
est is  the  six  room  dwelling.  In  this  fact  is  doubtless 
to  be  found  the  true  economic  cause  of  the  prevalence 
of  subletting  a  part  of  the  dwelling  to  a  stranger,  which 
we  found  to  be  the  case  in  a  large  proportion  of  the 
dwellings  investigated.  In  other  words,  it  is  cheaper 
for  the  poor  man  to  hire  a  dwelling  too  large  for  his  own 
use  or  beyond  his  means  and  then  to  sublet  a  part  of  it, 
even  if  he  receives  back  only  the  original  outlay,  than 
it  would  be  to  rent  a  small  dwelling  for  himself  alone. 
If,  for  instance,  a  family  needs  a  dwelling  of  only  three 
rooms,  they  will  save  at  least  9  per  cent  of  the  rent  if, 
instead  of  taking  a  three  room  tenement,  they  rent  one 
of  six  rooms,  and  then  sublet  the  three  rooms  they  do 
not  occupy  or  fill  them  with  boarders. 

This  practice  introduces,  however,  a  very  harmful 
factor  into  the  budget  of  the  workingman  who  adopts 
such  a  plan.  It  makes  him  economically  dependent 
upon  the  ability  or  willingness  to  pay  of  a  third  person 
and  thus  introduces  an  element  of  uncertainty  into  all 
his  calculations.  Inasmuch  as  the  greatest  evil  of  the 
workingman's  lot  is  the  unsteadiness  of  employment  and 
income,  the  introduction  of  a  new  source  of  uncertainty 
can  have  only  harmful  results.  It  is,  therefore,  probably 
safer  for  the  poor  man  to  content  himself  with  the 
smaller  tenement  and  pay  the  larger  price,  than  risk  the 
dangers  of  bad  tenants,  or  of  being  left  with  unrented 
rooms  on  his  hands. 

Returning  again  to  Table  XXIX  we  note  the  average 
rent  of  a  dwelling  and  of  a  room  in  the  various  streets 
investigated.     The  former  shows  a  surprising  variation, 
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ranging  from  $3.66  a  month  in  John  street  to  $12.80  in 
Palisade  avenue,  but  as  the  rent  of  a  tenement  is  in- 
fluenced chiefly  by  its  size,  we  may  pass  by  these  results 
and  note  the  average  rent  per  room.  The  variations  in 
these  figures  disclose  clearly  the  influence  of  locality  on 
rent.  In  Palisade  avenue,  a  business  street  in  the  heart 
of  the  city,  the  average  rent  per  room  is  far  greater 
than  in  any  other  street — $2.68  a  month.  Next  to  this 
come  Elm  and  School  streets,  both  nice  residence 
streets,  where  the  houses  are  surrounded  by  small  yards. 
Clinton,  Washington  and  St.  Mary's  are  also  in  the 
centre  of  the  city,  and  very  convenient  to  the  fac- 
tories where  most  of  their  population  work.  Garden, 
Carlisle,  Mulford,  Orchard,  Parker  and  Vineyard  are 
situated  in  the  suburbs  of  the  city,  where  land  is 
cheaper.  Although,  as  a  rule,  negroes  are  forced  to  pay 
high  prices  for  their  houses,  it  will  be  seen  that  the 
rent  in  John  street,  which,  together  with  James  street, 
is  inhabited  almost  exclusively  by  the  colored  popula- 
tion, is  lower  per  dwelling  and  room  than  in  any  other 
street.  The  reason  is  that  the  locality  is  a  most  un- 
desirable one,  both  streets  being  back  alleys,  while  the 
houses  are  small  cheap  frame  structures. 


X. 

EARNINGS. 

We  can  judge  satisfactorily  the  amount  of  money 
which  a  workingman  may  expend  for  his  rent,  only 
after  we  have  ascertained  what  his  earnings   amount  to. 

This  we  are  enabled  to  do  for  Yonkers  in  the  case  of 
764  families,  which  are  classified  according  to  their 
weekly  earnings  in  Table  XXXII. 

From  this  it  is  seen  that  a  few  more  than  one-third  of 
all  the  familes  earned  between  $g  and  $11  a  week,  while 
by  far  the  largest  number  in  any  one  group  is  in  that 
earning  $18  or  over,  namely  183  families.  This  is 
principally  due  to  the  fact  that  many  of  the  young  girls 
and  women,  as  well  as  the  male  members  of  the  family, 
find  work  in  the  factories,  and  still  continue  to  live  at 
home.  Fifty-seven  families,  or  7.5  per  cent.,  earn  less 
than  $y  a  week.  The  average  earnings  of  all  families 
per  week  were  $13.27,  representing,  with  steady  employ- 
ment, a  3'early  income  of  $690.04.  There  were  1043 
wage-earning  individuals  ^  comprised  in  these  families, 
and  if  we  divide  the  total  amount  of  earnings  by  this 
number,  we  find  that  the  average  weekly  wages  per  in- 
dividual are  $9.72,  corresponding  to  a  yearly  income  of 
$505.44.  The  nth  Census  gave  $519.96  as  the 
average  yearly  earnings  of  11,303  employees  in  Yonkers 
in    1890.^     This    gives  a  weekly    wage    of    about    $10, 

1  See  Table  XXXIII. 

^Census   of    1890,  ManufacUiring    Industries,    Pt.   II,   Statistics  of 
Cities,  pp.  630,  631. 
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which  corresponds  so  nearly  to  the  results  in  Tables 
XXXII  and  XXXIII,  as  to  be  strong  testimony  to  their 
correctness.  Assuming  these  figures  therefore  to  be 
correct,  Yonkers  is  immediately  placed  in  a  favorable 
light  as  compared  with  other  places.  The  ninth  annual 
report  (1895)  of  the  bureau  of  statistics  in  Maine  re- 
ports, after  an  investigation  of  556  workingmen's  fami- 
lies in  18  different  industries,  that  the  average  yearly 
income  of  a  family  is  $560.74,  or  $129.30  a  year  less 
than  the  income  of  an  average  Yonkers  family.  From 
the  sixteenth  annual  report  of  the  Massachusetts 
bureau  on  the  statistics  of  labor,  we  obtain  the  fol- 
lowing figures  : 

Average  week!}'  wages  paid  men fn-Ss 

"  "  "  "        women 6.09 

"  "  "  "       young  persons 5.10 

For   Yonkers  the    corresponding    figures     are     $11.62, 

$7.90  and  $7.48.     If  we  compare  the  wages  in  Yonkers 

with   those   paid   in   the   slum   districts  of   New    York, 

Chicago,  Philadelphia  and   Baltimore,  we  find   Yonkers 

still    more    favorably    situated.     The    average  earnings 

per  week  for  each  person   in  selected  districts  in  these 

cities  were  : ' 

New  York |8-36 

Chicago 9.S8 

Philadelphia 8.68 

Baltimore 8.65 

^Seventh  Special  Report,  1894,  p  57. 

The   only    city   where  the   average  weekly   earnings 

exceeds  those   in  Yonkers  is  Chicago,   but  it  must   be 

remembered  that  the  figures  for  that  city  were  compiled 

just  prior  to  the  opening  of   the  World's   Fair,    when 

wages  were  high  and  work  plentiful. 


XL 

RENT  AND  INCOME. 

Whatever  value  may  be  attributed  to  the  statistics  of 
earniug'S  iu  Youkers  as  given  in  Table  XXXII,  we 
may  safely  and  properly  use  them  for  purposes  of  com" 
parison  with  the  rents  paid  by  the  same  families.  i\t- 
tention  was  first  called  to  the  relation  between  income 
and  the  outlay  for  rent  by  Dr.  Schwabe,  Chief  of  the 
Municipal  Statistical  Bureau  in  Berlin,  in  the  year 
1867.  He  formulated  the  following  "social  law"  with 
respect  to  such  payments  :  "  The  smaller  the  income, 
the  greater  is  the  proportion  which  is  expended  for  rent." 
Dr.  Engel,  of  the  Royal  Prussian  Bureau,  extended 
this  later  to  all  expenditures  for  the  necessaries  of  life.^ 
According  to  Dr.  Schwabe,  a  family  with  an  income  of 
$543  spends  20  per  cent  of  this  for  the  rent.  Engel 
places  this  outlay  at  12  per  cent.  Investigations  by 
Dr.  E.  R.  L.  Gould  in  the  United  States  and  Europe 
substantiate  this  latter  figure.^  According  to  his  investi- 
gation, from  10  per  cent  to  12.5  per  cent  in  Europe  and 
in  the  United  States  from  12  per  cent  to  16.9  per  cent 
of  the  average  income  is  expended  for  rent  by  working- 
men  in  the  coal,  iron  and  steel  industries.  In  Maine, 
for  families  with  an  average  income  of  $560,  the  propor- 
tion which  goes  for  rent  is  15.4  per  cent ;  ^  in  Massachu- 

'  E.  Engel,  Die  Modenie  Wohnungsnot,  (L,eipsig,  1873,)  p.  10. 
'  In  Die  Jahrbiicher  fiir  Natioualokonomie  unci  Statistik,  3'*  Folge, 
Band  V.  (Jena,  1893,)  p.  182. 
*  Ninth  annual  report,  1895. 


The  Ho7ising  of  the   Working  People  in  Yonkei's.     343 


setts,  for  families  with  an  average  income  of  $525  the 
rent  amounts  to  15.5  per  cent ;  where  the  income  averages 
$675  the  rent  averages  14  per  cent  of  it/ 

Let  us  turn  to  Yonkers  and  see  how  conditions  there 
compare  with  the  results    obtained  elsewhere. 

Table  XXXIII  shows  the  earnings  and  the  propor- 
tion which  rent  bears  to  income  by  streets.  The  statis- 
tics for  the  families  canvassed  show  that  13.49  per  cent 
of  the  income  is  paid  for  rent.  That  is,  the  expenditure 
made  for  rent  here  is  about  the  same  as  in  other  places 
which  have  been  investigated.  If  we  take  up  the  streets 
separately,  we  find  the  most  remarkable  variation,  from 
6.4  per  cent  in  St.  Mary's  street  to  52.9  per  cent  in 
Carlisle   Place.     This  is  due  to  the  fact  that  in  many  of 

TABLE  XXXIII.— Earnings  Compared  with  Rent. 


Street. 

Number  of  wage- 
earners. 

Average  weekly  wage  of 

Per  cent. 

Men. 

Wom- 
en. 

Young 
per- 
sons. 

Men. 

Women. 

Young 
persons. 

expended 
for  rent. 

CHnton 

St.  Mary 

Washington. 

James 

Elm_ 

131 

8 

26 

5 

4 
28 

7 
50 

43 
20 

95 

84 

33 
21 

II 
2 
2 

3 

53 
4 

3 

|ii-37 
17.00 

4-33 
11.00 
11.13 
12.45 

9-77 
11.27 
10.15 
11.49 

15-53 

10.85 

8.48 

12.95 

%  8.68 

11.00 

10.50 

5-75 

17-77 
6.75 

5.00 

13-5 
6.4 

36.9 
21.4 
20.4 
19.9 
52.9 
13-4 
10.8 
14.4 

9-7 
12.9 
22.7 
10.3 

Palisade 

Carlisle 

Garden 

Mulford 

Parker 

Orchard 

Vineyard  

New  School. 
Webster 

3 

I 

5 

40 

15 
3 
4 

37 

5 

36 

39 

12 

121 

73 

3 

13 

5-42 

18.00 

3.88 

""8^89" 
6.47 
4.67 
6.75 

6.70 
8-44 
6.58 
6.27 
6.83 
7.81 
7-73 
7-83 
9.88 

Total 

555 

89 

399 

I11.62 

1  7-90 

I7-48 

13-5 

^  Sixteenth  annual  report,  1886. 
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the  streets  the  number  of  cases  reported  is  small,  so  that 
a  single  extreme  case  shows  plainly  in  the  result,  a  fault 
which  is  eliminated  when  all  the  results  are  combined. 
We  may  conclude  then  that  the  workingmen  of  Yonk- 
ers  do  not  pay  exhorbitant  rates  for  their  housing  ac- 
commodations, or  are  at  least  as  well  off  in  this  respect  as. 
their  fellows  in  other  places. 


XII. 


OWNED  AND  RENTED  TENEMENTS. 


There  remains  but  one  more  Table  to  be  pre.sented, 
nameh-  that  showing  the  numl^er  and  percentage  of 
families  and  persons  living  in  owned  or  rented  tene- 
ments, by  streets  : 

TABLE  XXXIV.— Number  of   Families  and   Individuals    Living  in 
Owned  and  Rented  Tenements. 


Families  living  in 

Individuals  living  in 

street. 

Rented 
tene- 
ments. 

Per       O^^f^e'i      Per 

cent.      il°f;=     cent, 
ments. 

Rented      p          Owned 

^^"^-      cent        t^*^^- 
ments.     ^^    '-      ments. 

Per 
cent. 

Clinton 

St.  Mary 

Washington  __ 

James 

John 

Elm 

Palisade 

Carlisle 

Garden 

Mulford 

Parker 

Orchard 

Vinej-ard 

New  School 

School  

Webster 

143 

7 

95 

27 

II 

14 

177 

40 

136 

73 

33 

153 

123 

48 

86 

23 

85.6  i      24 

77.8  !         2 

95.0  j       5    ■ 

lOO.O  1         0 

loo.o  i      0 
loo.o        0 

97.3  1       5 

88.9  5 

82.4  29 

78.5  20 

61. 1  21 

83.6  1     30 

71.1  j     50 
loo.o         0 
100. 0        0 

62.2  '     14 

14.4 

22.2 

5.0 

.0 

.0 

.0 

2.7 
II. I 
17.6 
21.5 

38.9 

16.4 

28.9 

.0 

.0 

37.8 

727 
26 
418 
105 
52 
71 
842 
172 
607 
318 
163 
712 
588 
253 
385 
109 

88.7  i     93 

78.8  7 

93.7  28 
100. 0        0 
loo.o        0 
loo.o         0 

95-7  '     38 
93-0  1     13 

83.8  ;   117 
78.7  !     86 
59-3  [   112 
82.3     153 
68.6  ,  269 

lOO.O           0 

loo.o        0 
65-7  '     57 

II-3 
21.2 

6.3 
.0 
.0 
.0 

4.3 
7.0 
16.2 
21.3 
40.7 
17.7 

31-4 
.0 
.0 

34-3 

Total 

1189 

85-3 1  205 

14.7 

5546        85.1  j    973 

14.9 

The  summaries  at  the  foot  of  this  Table  show  that 
over  85  per  cent  of  the  families  and  population  lived  in 
rented  tenements,  while  a  little  less  than  15  per  cent 
owned  the  tenements  in  which  they  lived.  The  largest 
proportion  of    families   owning   tenements  is   found  in. 
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Parker  street  and  Webster  avenue,  the  percentage  being 
respectively  38.9,  and  37.8.  In  five  streets  all  the  fami- 
lies live  in  rented  tenements.  That  group  of  streets 
which  shows  the  greatest  percentage  of  owned  tenements 
is  the  one  inhabited  principally  by  the  Irish  population. 
By  the  same  token  that  evidences  their  thrift,  the 
negroes  and  Italians  seem  to  be  the  least  thrifty,  at 
least   as  owners  of  real  estate. 

A  comparison  with  four  other  cities'  shows  that  only 
one  of  them,  namely  Baltimore,  leads  Yonkers  in  the 
percentage  of  families  owning  tenements  or  of  individu- 
als living  in  owned  tenements. 

The  following  Table  gives  the  exact  percentages  : 

TABLE  XXXV.— Owned  and  Rented  Tenements. 


Per  cent  of  families  living  in 

Per  cent  of  individuals 

living  in 

Owned 
tenements. 

Rented 
tenements. 

Owned 
tenements. 

Rented 
tenements. 

New  York 

Chicago 

Philadelphia 

Baltimore 

Yonkers 

•85 
10.23 

7-55 
19-56 
14.70 

99-15 

89.77 

92-45 

80.44 

85-30 

I.  ID 
10.29 

8.67 
21.30 
14.90 

98.90 
89.71 

91-33 
78.70 
85.10 

'Seventh  Special  Report,  etc.,  1894,  p. 


XIII. 
CONCLUSION. 

In  the  foregoing  pages  the  effort  has  been  made  to 
present  as  fully  as  possible,  and  to  analyze  clearly,  sta- 
tistical data  as  to  the  social  and  economic  condition  of 
a  large  fraction  (one-sixth)  of  the  population  of  Yonkers, 
particularly  with  regard  to  their  housing  accommodations. 
The  statistical  presentation  of  such  complex  and  elusive 
phenomena  as  those  of  social  condition  is,  however, 
attended  with  peculiar  difHculty,  for  such  facts  cannot 
always  be  expressed  in  numerical  terms.  If  we  do  suc- 
ceed in  tabulating  them,  the  appearance  of  scientific 
precision  and  exactness  which  is  given  by  figures 
is  too  often  delusive,  as  it  is  impossible  to  indicate 
properly  the  qualitative  difTerences.  Statistics  give 
us  only  quantitative  results.  For  instance,  the  size  of 
a  house  affords  only  a  rough  measure  of  the  character 
of  the  dwellings  of  the  people,  for  the  houses  vary  in- 
finitely in  material,  in  quality  and  in  surroundings.  If 
such  statistics  be  supplemented,  however,  by  statistics 
of  crowding,  i.  e.^  the  number  of  families  to  a  house  or 
persons  to  a  room,  and  further  observations  of  the 
sanitary  condition  and  cleanliness  of  the  house,  we  may 
safely  regard  the  results  as  fairly  exact  indices  of  the 
social  condition  of  the  people  under  consideration.  All 
these  facts  have  been  presented  in  some  detail  in  this 
article.  In  addition  to  statistics  of  the  social  condition 
of  the  people,  statistics  of  their  economic  condition  have 
been  given.     This  was  particularly  necessary  in  a  study 
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of  housing  conditions,  for  in  no  phase  of  life  i  ^  the  con- 
nection between  social  condition  and  economic  well-being 
so  close.  The  expenditure  which  a  working  man  will 
or  can  make  for  a  home  is  determined  in  the  first  in- 
stance by  the  amount  of  his  income.  It  is  therefore 
necessary  to  know  the  economic  status  of  a  people  be- 
fore we  can  properly  judge  of  their  social  condition. 

Though  this  article  has  been,  of  necessity,  mainly 
statistical  in  its  treatment,  it  is  believed  that  the  facts 
presented  indicate  the  real  condition  of  home  accomo- 
dations of  the  working  people  of  Yonkers.  There  are,, 
of  course,  many  facts,  which  it  is  not  possible  to  present 
in  a  statistical  form,  wdiich  are  nevertheless  requisite  to 
a  thorough  comprehension  of  the  subject.  There  are 
certain  pest-holes  in  the  city,  and  even  in  the  streets 
named,  the  true  character  of  which  would  never  appear 
in  a  table  of  figures.  Nor,  on  the  other  hand,  can  sta- 
tistics of  the  number  of  rooms,  size  of  family  or  income 
indicate,  even  faintly,  the  home-like  character  of  some 
small  tenement  or  the  happy  family  life  that  beautifies 
those  three  or  four  small  rooms.  It  is  the  hope  of  the 
writer,  however,  that  the  facts  presented  in  this  article 
may  serve  as  a  guide  to  those  who  have  the  welfare  of 
the  people  of  Yonkers  at  heart.  Much  has  already  been 
done  to  benefit  the  working  people  of  the  city,  and 
should  philanthropic  enterprise  be  attracted  in  this 
channel  in  the  future,  it  is  believe  1  that  the  foregoing 
pages  have  pointed  out  the  direction  in  which  reforma- 
tory efforts  are  most  needed. 
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NOTE 


'npHE  account  here  given  of  the  recent  purchase  of  the  railways  of 
^  Switzerland  by  ten  states,  was  prepared  for  the  Mus^e  Social  of 
Paris  by  its  Swiss  correspondent,  Mr.  Horace  Micheli,  and  was  pub- 
lished as  Circular  No.  i8,  Series  B,  of  the  Musee.  The  interest  and 
significance  of  the  movement,  and  the  difficulty  of  securing  well-ar- 
ranged information  regarding  it,  seemed  to  the  Publication  Committee 
to  justify  the  presentation  to  the  members  of  the  American  Economic 
Association  of  a  translation  of  this  excellent  study.  The  Director  of 
the  Musee  Social  has  kindly  consented  to  this  use  of  its  publication. 
For  the  translation,  the  thanks  of  the  Publication  Committee  are  due 
to  Dr.  John  Cummings. 
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STATE  PURCHASE   OF   RAIIvWAYS   IN    SWIT- 
ZERLAND. 


The  Swiss  people  on  the  20th  of  February  last  ap- 
prov^ed  by  a  very  considerable  majority  a  law, — pre- 
viously voted  in  both  legislative  assemblies,'  and  sub- 
mitted to  the  referendum  by  the  Federal  Council, — in 
accordance  with  which  the  Swiss  Confederation  is  com- 
mitted to  the  purchase,  at  the  earliest  date  possible 
under  existing  franchises,  of  the  systems  of  the  five 
chief  railway  companies.  This  vote  marks  the  end  in 
Switzerland  of  the  policy  hitherto  consistently  followed 
in  that  country  of  private  operation  of  railways,  and  the 
initiation  of  a  new  regime  of  operation  by  the  state. 
Inasmuch  as  the  decision  here  arrived  at  by  the  Swiss 
people  involves  interests  other  than  those  purely  politi- 
cal and  financial, — interests  of  economic  and  in  some 
respects  even  of  social  significance, — it  has  seemed  to  us 
that  we  might,  without  going  too  far  afield  in  these 
studies,  undertake  to  acquaint  our  readers  with  the 
aspects  of  the  problem  of  state  operation  of  railways  as 
they  present  themselves  to  the  Helvetian  Confederacy, 
and  the  conditions  under  which  the  experiment  will  be 
tried. 

1  The  federal  legislative  bod}-  in  Switzerland  {rAsseuiblee  fid- 
erale)  is  referred  to  in  the  following  translation  as  the  "Federal 
Assembly,"  although  the  body  is  a  double  legislative  body  similar  to 
the  American  Congress,  and  is  composed  of  two  Houses  or  Councils, 
the  National  Council  {Conseil  national)  and  the  Council  of  States 
{Conseil  des  Etats), — analogous  respectively  to  our  House  of  Repre- 
sentatives and  Senate.  The  "  Federal  Council  "  {le  Conseil  federal) 
is  the  executive  head  of  the  Swiss  Confederacy,  an  executive  council 
in  charge  of  all  federal  administrative  departments. — [Translator.] 


HISTORICAL.— CONSTRUCTION     OF    RAILWAYS    IN     SWIT- 
ZERLAND.—FIRST  ATTEMPTS  AT  PURCHASE. 

From  the  building  of  the  first  railroad  in  Switzer- 
land, the  question  whether  railroads  should  be  con- 
structed and  operated  by  the  state  or  by  private  corpo- 
rations has  been  agitated.  The  first  railroad  built  in 
Switzerland, — the  road  from  Zurich  to  Baden  (23  km.), 
opened  on  the  9th  of  August,  1847, — ^"^^^  built  by  a 
private  company.  But  the  state  soon  interfered,  and  on 
the  1 8th  of  September,  1849,  the  Federal  Assembly 
voted  to  ask  the  Federal  Council  to  submit  to  it  : 

1.  A  plan  for  a  general  system  of  railways  in  Swit- 
zerland, prepared  with  the  cooperation  of  impartial 
experts,  and  designed  to  serve  as  a  practical  guide  in 
undertaking  work  ; 

2.  A  scheme  of  federal  legislation  for  the  expropria- 
tion of  lands  to  be  taken  for  railway  uses ; 

3.  Reports  and  propositions  concerning  the  duties  of 
the  federal  government  in  the  development  of  the  rail- 
way system,  and  the  nature  of  concessions  which  it 
ought  to  grant  where  the  railways  should  be  built  by 
private  companies. 

Complying  with  this  vote,  the  Federal  Council  con- 
sulted a  certain  number  of  experts,  among  others  the 
English  engineers  Stephenson  and  Swinburne.  These 
latter  favored  the  construction  of  railways  by  the  state, 
and  recommended  the  establishment  of  a  system  extend- 
ing from  one  end  of  Switzerland    to    the    other,    from 
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Lake  Constance  to  Lake  Geneva,  with  branches. 
Among  the  Swiss  experts  consnlted,  some  favored  a 
system  of  construction  by  companies,  under  state  super- 
vision and  with  a  guarantee  of  interest  by  the  state  ; 
others  declared  themselves  in  favor  of  construction  by 
the  state  (Confederation  and  cantons.) 

The  Federal  Council  acceded  to  the  opinion  of  these 
last,  and  pronounced  itself  in  favor  of  railroad  building 
by  the  cooperation  of  the  Confederation  and  the  can- 
tons, to  the  exclusion  of  private  companies.  On  the  7th 
of  April,  1851,  it  brought  forward  a  bill  prepared  to 
that  end.  The  Commission  of  the  National  Council 
passed  the  bill  by  a  vote  of  6  to  5  ;  but  the  National 
Council  itself  refused  to  follow  the  majority  vote  of  its 
Commission,  and  on  the  28tli  of  July,  1852,  conforma- 
bly to  the  minority  report  by  a  vote  of  68  to  22,  it 
declared  itself  in  favor  of  construction  by  private  com- 
panies. The  majority  of  the  Council  wislied  to  exclude 
all  cooperation  of  the  federal  government  in  the  con- 
struction of  railways,  and  did  not  even  reserve  to  it  the 
right  of  granting  franchises. 

The  right  of  granting  franchises  was  given  to  the 
cantons  by  the  law  concerning  the  building  and  opera- 
tion of  railways  within  the  territory  of  the  Swiss  Con- 
federation of  July  28,  1852.  That  law  embraces  the 
following  provisions  : — 

The  right  to  build  railways  within  the  territory  of 
the  Confederation  and  to  operate  them,  lies  within  the 
jurisdiction  of  the  cantons  and  may  be  granted  to  pri- 
vate   agencies.      Grants  are  conferred  by  the  cantons, 
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but  after  the  approval  of  the  Confederation.  This  ap- 
proval is  not  to  be  given  where  the  military  interests  of 
the  Confederation  are  menaced  by  the  constrnction  of 
the  line  projected.  The  right  of  expropriation  is  con- 
ferred npon  the  railways.  The  Confederation  is  to  take 
such  measures  as  may  be  necessary  practically  and 
technically  to  secure  uniformity  in  constrnction  of 
Swiss  railways.  Each  company  is  bound  to  facilitate 
the  adjustment  of  its  system  to  the  systems  of  other 
companies  in  the  manner  which  may  appear  most 
expedient,  and  without  so  modifying  its  tariff  rates  as  to 
discriminate  against  adjoining  lines.  Each  franchise 
act  determines  conditions  of  redemption  of  the  line 
authorized. 

It  was  in  accordance  with  the  provisions  of  this 
statute  that  the  several  companies  successively  organized 
obtained  concessions  for  building  railways.  We  have 
not  to  do  here  with  the  history  of  the  development  of 
the  Swiss  railway  net,  nor  with  the  organization,  liquid- 
ation and  fusion  of  the  several  companies.  That  his- 
tory establishes  the  fact  that  private  initiative,  in  spite 
of  inevitable  errors  at  the  outset  of  which  the  responsi- 
ble companies  alone  suffered  consequences,  did  not  fail 
to  accomplish  the  task  imposed  upon  it.  Thanks  to 
private  enterprise  Switzerland  obtained  an  extensive 
railway  net  penetrating  even  the  remotest  sections  of 
the  country,  although,  owing  to  the  mountainous  char- 
acter of  the  territory,  the  difficulties  to  be  overcome  in 
constructing  the  various  lines  v*'ere  greater  here  than  in 
other  countries. 
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Nevertheless  the  act  of  1852  was  not  perfect  :  it  was 
particularly  defective  in  defining  the  functions  and  juris- 
dictions of  the  federal  government  and  of  the  cantons. 
Accordingly  the  law  was  superseded  in  1872  by  a  law 
greatly  augmenting  the  powers  of  the  federal  govern- 
ment, and  expressly  conferring  upon  it  the  power  to 
grant  franchises  which  had  up  to  that  time  appertained 
to  the  cantonal  governments.  This  law  has  been  sup- 
plemented by  several  special  acts  ;  it  has  remained  in 
force  up  to  the  present  time. 

All  the  franchises  granted  to  railways,  those  granted 
by  the  cantons  as  well  as  those  granted  since  1872  by 
the  federal  authority,  contemplate  the  possible  redemp- 
tion of  the  lines  by  the  Confederation  at  the  expiration 
of  definite  periods.  The  expiration  of  one  of  these 
periods  fell  upon  the  ist  of  May,  1883.  At  this  time 
the  Federal  Council  considered  the  question  whether  or 
not  it  wished  to  make  use  of  its  right  to  purchase.  The 
results  of  its  investigations  were  incorporated  in  a  mes- 
sage presented  to  the  legislative  assemblies  on  the  6th 
of  March,  1883,  opposing  the  purchase  of  the  roads.  At 
that  time  the  companies  were  far  from  being  in  so  pros- 
perous a  condition  financially  as  they  are  today.  The 
Federal  Council  expressed  the  opinion  that  "  for  the 
time  being  the  purchase  of  the  roads  could  not  be  under- 
taken without  exposing  the  Confederation  to  great 
financial  risks,  and  that  it  was  altogether  superfluous  to 
consider  other  reasons  for  or  against  the  taking  over  of 
the  railways  by  the  Confederation." 
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"  On  the  other  hand  "  adds  the  report,  "  the  safeguard 
of  those  economic  and  social  interests  which  the  rail- 
ways are  called  upon  to  guarantee,  as  well  as  the  pro- 
tection of  national  credit,  requires  that  the  financial  ad- 
ministration of  the  companies  shall  be  legally  subject 
to  state  control."  It  was  with  a  view  to  assuming  the 
exercise  of  this  control  that  the  Federal  Assembly 
voted  in  the  same  year  the  first  law  dealing  with  rail- 
way accounts,  which  was  intended  to  necessitate  regu- 
larity in  statements  and  accounts  of  the  companies  and 
to  prevent  the  construction  account,  which  according  to 
the  terms  of  the  franchises  fixed  the  minimum  purchase 
I^rice,  from  being  unduly  augmented.  The  propo- 
sition of  the  Federal  Council  that  the  Confederation 
should  not  at  that  time  make  use  of  its  right  to  pur- 
chase, was  adopted  by  the  Council  of  States  (Conseil 
des  Etats)  without  opposition,  and  in  the  National  Coun- 
cil by  a  vote  of  67  to  59.  A  minority  of  the  National 
Council  favored  the  purchase  of  the  Ccntrale  railway 
system,  which  was  at  that  time  the  most  prosperous  of 
the  Swiss  railways. 

In  the  face  of  this  decision  one  might  have  expected 
those  favoring  purclmse  of  the  railways  to  postpone  fur- 
ther efforts  until  the  next  lapsing  of  the  franchises, 
which  fell  in  the  year  1898.  But  not  so.  The  idea 
of  delivering  the  railroads  over  to  state  control  was  too 
firmly  fixed  in  the  minds  of  the  majority  of  Swiss  poli- 
ticians ;  and  the  Federal  Council  itself,  which  in  1883 
had  manifested  so  much  reserve  on  account  of  the  finan- 
cial  difficulties  in  the   way  of  operating  the  railways. 
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did  not  hesitate  to  undertake  once  more  the  task  of  seek- 
ing, — to  nse  its  own  phraseology — "suitable  ways  and 
means  of  adding  the  railways  to  the  public  estate." 

The  question  of  acquiring  the  railwa}-s  through  the 
lapsing  of  franchises  could  not  come  up  again  until 
the  close  of  the  year  1898.  The  Federal  Council 
accordingly  attempted  another  method  of  operating, 
which  it  characterized  as  the  "  systeme  de  phieti^ation^'' 
because  the  method  involved  the  entrance  of  the  federal 
government  into  the  companies  in  the  character  of  a 
shareholder,  as  a  result  of  purchases  of  certificates  of 
stock  from  individual  holders,  thus  enabling  the  govern- 
ment to  exercise  a  controlling  influence  in  the  boards 
of  directors  of  the  companies,  and  eventually  to  bring  it 
about  that  they  should  consent  to  purchase  by  mutual 
agreement.  Conveyance  might  of  course  in  this  way 
be  effected  at  any  time  without  the  delays  contemplated 
in  the  franchises.  Furthermore,  the  Federal  Council 
then  believed  that  the  systeme  de  penetration  alone  as- 
sured to  the  federal  government  financial  advantages. 

In  1887-1888,  the  first  attempt  at  private  purchase 
was  made  in  connection  with  the  Compagnie  du  Nord- 
Est.  Terms  of  a  purchase  contract  were  agreed  upon 
between  the  directors  of  this  company  and  the  federal 
government.  According  to  this  convention,  the  Com- 
pagiiie  du  Nord-Est  ceded  to  the  Confederation  all  of  its 
rolling  stock  and  real  estate,  as  well  as  its  existing 
funds  and  the  current  receipts  for  the  year  1887.  The 
Confederation  paid  to  the  company  in  federal  three  per 
cent  securities  at  par,  600  francs  for  each  certificate  of 
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preferred  stock  and  500  francs  for  each  certificate  of  com- 
mon stock.  This  deal  aroused  vigorous  opposition, 
not  only  among  those  opposed  to  purchase,  but 
especially  among  those  having  at  heart  the  local  inter- 
ests of  certain  districts  and  actuated  by  special  motives 
too  many  to  be  here  enumerated.  The  Federal  Council, 
perceiving  that  there  was  little  likelihood  of  a  ratifica- 
tion of  this  agreement  in  the  Assembly,  made  a  pretext 
for  breaking  off  negotiations  with  the  Nord-Est  com- 
pany, and  the  Assembly  was  not  asked  to  pronounce 
judgment  upon  the  scheme,  which  was  simply  with- 
drawn. 

After  the  failure  of  this  attempt,  the  Federal  Council 
turned  its  attention  another  way.  In  1889,  two  compa- 
nies, the  Suisse  Occidentale  and  the  Jiira-Bern-Luseriie 
consolidated  into  one  company,  the  Jiira-Simplon^ 
which  became  from  that  time  on,  the  most  important  of 
the  Swiss  railway  companies :  the  company  had  in 
actual  operation  a  network  of  about  1,000  km.,  which 
extended  throughout  western  Switzerland  from  Bale  to 
Geneva  and  penetrated  into  central  Switzerland  as  far  as 
Interlacken  and  Luzerne.  The  Federal  Council  took 
advantage  of  this  consolidation  to  acquire  30,000  shares 
in  the  Jiira-Bern-Euzerne  Company,  owned  by  the 
canton  of  Bern.  This  purchase  was  effected  at  the  rate 
of  600  francs  per  share,  payable  in  federal  3  per  cent 
securities  at  90.  The  Federal  Assembly  voted  to  make 
the  purchase  on  the  27th  of  June,  1890.  In  that  same 
year,  and  during  the  year  following,  the  Federal  Council 
purchased  of  other  holders,  in  addition,  47,090  shares  at 
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about  the  same  price.  By  the  end  of  the  year  1891  it 
had  come  into  possession  of  77,090  shares  of  preferred 
stock  in  the  Jura-SiDiplon  Company,  whose  capitaliza- 
tion was  represented  by  104,000  shares  of  preferred 
stock  and  245,000  shares  of  common  stock.  All  of 
these  shares  carried  equal  voting  rights.  The  Confed- 
eration, however,  found  itself  in  a  position  of  especial 
privilege  as  compared  with  other  shareholders,  since  the 
provisions  of  the  legislative  code  fixing  obligations  and 
privileges  of  companies,  included  among  others  a  provis- 
ion forbidding  a  single  shareholder  to  control  more  than 
one-fifth  of  the  shares  represented,  and  this  provision 
did  not  apply  to  the  state.  The  Confederation  w^as, 
therefore,  able  to  exercise  in  the  general  meetings  of 
shareholders  its  full  voting  rights  as  represented  by 
the  entire  amount  of  stock  held  b}-  it,  a  privilege  which 
assured  to  it  a  considerable  influence  in  the  Jura- 
Siniploji  company,  but  an  influence  which  nevertheless 
has  proved  insufficient. 

Encouraged  by  this  first  success,  the  Federal  Council 
undertook  to  make  the  influence  of  the  federal  govern- 
ment felt  in  other  companies.  At  the  beginning  of  the 
year  1891,  a  combination  of  banking  houses  offered  to 
sell  to  the  federal  government  50,000  shares  (out  of 
100,000)  in  the  Centrale  railway  company.  A  projected 
agreement  between  the  association  of  bankers  and  the 
Federal  Council  was  signed  on  the  5th  of  March,  The 
price  of  the  stock  was  fixed  at  1,000  francs  face  value  in 
3  per  cent  federal  securities.  Before  the  Federal  Assem- 
bly had  been  appealed  to  for  ratifying  tliis   convention, 
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the  management  of  the  Centrale  railway  declared 
itself  willing  to  cede  on  the  same  terms  the  company's 
entire  railway  system.  A  second  plan  of  agreement, 
contemplating  the  pnrchase  of  100,000  shares  in  this 
company,  was  signed  on  the  3rd  of  April,  1891,  by  the 
directors  of  the  Centrale  railway  and  the  Federal 
Council.  The  Federal  Assembly  was  then  appealed  to 
to  choose  between  the  acquisition  of  a  half  and  the 
whole  of  the  stock  of  the  Centrale  railway  company. 
After  a  long  debate  they  declared  for  the  pnrchase  of 
the  whole  system.  But  this  resolution  adopted  by  the 
Assembly  was  attacked  through  the  referendum. 
Ninetj'-one  thousand  six  hundred  and  ninety-eight  citi- 
zens demanded  that  the  matter  be  put  to  a  popular  vote. 
On  the  6th  of  December,  1891,  the  proposal  to  purchase 
the  Centrale  railway  was  rejected  by  a  vote  of  289,406 
against,  to  130,729  for,  out  of  653,792  registered  voters. 
Among  those  opposed  to  the  purchase,  aside  from 
those  opposed  on  principle  to  state  purchase  of  railways, 
were  numbered  all  those — and  they  were  many — who 
believed  that  the  Confederation  agreed  to  pay  for  the 
shares  of  the  Centrale  railway  more  than  their  real  value. 
As  the  recent  vote  on  the  20th  of  February,  1898,  has 
shown,  it  is  to  these  last  opponents  that  the  rejecting 
majority  of  1891  was  due. 

The  vote  of  1891  put  an  end  to  the  so-called  policy 
of  "  penetration,"  as  well  as  to  all  attempts  at  purchase 
through  private  contract.  It  proved  conclusively  to  the 
Federal  Council  and  to  the  legislative  Assembly  that 
the  Swiss  people,  to  whom  a  question  of  such  impor- 
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tance  as  this  must  necessarily  in  the  last  resort  be  re- 
ferred for  final  judgment,  would  not  favor  the  purchase 
of  the  railways  unless  they  could  be  persuaded  that  the 
federal  government  was  buying  the  roads  at  alow  figure 
and  on  terms  advantageous  to  them.  But  purchase  by 
private  agreement  has  always  at  least  the  appearance  of 
being  effected  on  terms  onerous  to  the  government, 
since  companies  interested  declare  themselves  satisfied 
with  the  terms  proposed  by  the  government.  Those 
favoring  purchase  were  therefore  forced  to  seek  other 
means,  and  these  they  found.  Two  methods  of  taking 
over  the  roads  were  brought  forward  in  the  Federal 
Assembly,  and  advocated  in  newspapers  and  pam- 
phlets, and  in  public  meetings, — expropriation  and 
purchase  according  to  the  terms  of  the  franchises. 
Those  favoring  expropriation  contended  that  the  federal 
government  was  not  bound  to  wait  till  the  expiration  of 
the  period  contemplated  in  the  franchises  before  mak- 
ing its  purchase,  but  that  it  had  at  any  time  the  right  to 
take  over  the  roads  on  payment  of  a  fair  indemnity. 
This  idea,  however,  did  not  prevail  in  the  Federal 
Council.  The  Council  prepared  to  exercise  its  right  of 
purchase  at  the  date  designated  in  the  franchises,  that 
is  to  say  in  the  spring  of  1898. 

On  the  day  following  the  vote  of  1891  and  repeatedly 
thereafter  the  Federal  Assembly  charged  the  Federal 
Council  not  to  lose  sight  of  the  question  of  purchase. 
In  fact  upon  January  29,  1892,  they  adopted  the  fol- 
lowing motion  proposed  by  Messrs.  Curti,  member  of 
the  National  Council,  and  Cornaz,  deputy  in  the  Council 
2 
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of  States :  "  The  Federal  Council  is  requested  to  insti- 
tute an  investigation  into  the  various  aspects  of  the 
railway  problem  (amelioration  of  existing  conditions 
and  purchase),  and  to  present  at  the  earliest  possible 
moment  a  report  and  propositions  concerning  the  policy 
which  it  proposes  to  follow  in  this  affair. 

Conformably  to  this  request  the  Federal  Council  pre- 
sented upon  the  27th  March,  1894,  its  first  statement 
concerning  the  relations  which  would  exist  at  the  expira- 
tion of  the  franchises  between  the  federal  government 
and  the  railway  companies  or  cantons.  This  report  the 
Assembly  took  up  in  the  December  session  of  1894. 
In  the  discussion  which  took  place  on  the  subject,  how- 
ever, many  speakers  on  the  Left  displayed  impatience 
at  the  dilatoriness  of  the  Federal  Council  in  presenting 
a  new  scheme  for  purchase  of  the  railways.  The  As- 
sembly accordingly  once  more  requested  the  Federal 
Council  to  present  as  soon  as  possible  a  report  upon  this 
matter,  and  to  investigate  among  other  things  the  possi- 
bility of  effecting  a  purchase  through  expropriation  of 
the  roads.  At  this  time  the  expropiation  of  railways 
was  favored  by  many  members  of  the  Federal  Assem- 
bly, among  others  by  two  of  the  most  influential  lead- 
ers on  the  Left,  Messrs.  Marti  and  Curti. 

The  Federal  Council  set  immediately  to  work.  It  be- 
gan by  taking  several  preliminary  measures.  Early  in 
1895,  it  presented  to  the  Federal  Assembly  a  bill  con- 
cerning the  right  of  shareholders  in  the  railway  compa- 
nies to  vote.  This  law,  which  was  adopted  on  the  28th 
of  June,  1895,  stipulated  that  only  shareholders  who  had 
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had  their  shares  registered  six  months  previously  should 
have  the  right  to  vote  in  the  general  shareholders'  meet- 
ings of  the  companies.  In  addition,  the  law  requested 
the  federal  government  and  the  cantons  to  name  a  cer- 
tain number  of  delegates  who  should  have  the  right  to 
vote  in  the  administrative  boards  of  directors  of  the 
companies.  The  avov/ed  object  of  this  law  was  to  di- 
minish the  influence  of  foreign  shareholders  in  the  Swiss 
railway  companies.  This  the  law  failed  to  accomplish  ; 
that  influence,  instead  of  decreasing,  on  the  contrary 
only  increased,  A  great  number  of  small  shareholders, 
the  majority  of  them  Swiss,  did  not  wish  to  have  their 
shares  registered  ;  and  were  thus  deprived  of  their  right 
to  vote.  The  foreign  shareholders  on  the  other  hand, 
holding  large  blocks  of  stock  fulfilled  this  requirement, 
and  so  acquired  an  influence  which  they  had  not  previ- 
ously possessed,  in  several  Swiss  companies. 

The  real  purpose  of  the  law,  however,  at  the  time 
when  purchase  of  the  roads  was  contemplated  was  to  in- 
crease the  state's  influence  within  the  railway  companies. 
This  end  it  attained  both  through  the  right  which  it  con- 
ferred upon  the  federal  government  and  the  cantons  of 
representation  in  the  administrative  boards  of  the  com- 
panies and  by  the  power  which  it  conferred  upon  the 
Federal  Council  "  to  annul  decisions  of  shareholders' 
meetings  or  of  administrative  boards  which  appeared  to 
com.promise  or  seriously  enhance  important  general 
interests." 

In  the  same  year,  on  the  nth  of  November,  1895,  the 
Federal  Council  presented   to    the  Federal  Assembly  a 
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new  bill  dealing  with  railway  accounts  and  bear- 
ing still  more  directl)'  than  had  the  preceding  law  upon 
purchase  of  the  roads.  The  acts  granting  franchises 
to  the  railways  stipulated  that  the  indemnity  price  pay- 
able by  the  federal  government  in  event  of  purchase 
should  be  twenty-five  times  the  average  annual  net 
earnings  during  the  ten  years  immediately  preceding 
notification  given  by  the  government  of  its  intention  to 
purchase.  This  indemnity  price  might  not  in  any  case 
be  less  than  the  amount  of  the  capital  actually  invested 
b)'  companies.  The  Federal  Council  considered  the 
terms  "  net  product "  and  "  invested  capital "  insuf- 
ficiently defined  in  the  franchises,  and  in  the  franchise 
law  of  1883.  The  purpose  of  the  new  law  was,  there- 
fore, according  to  the  declaration  of  the  Federal  Council : 
"  at  one  and  the  same  time  to  require  of  the  companies 
separate  statements  for  each  one  of  their  lines  ;  to  deter- 
mine in  some  manner  binding  upon  the  companies  the 
amounts  respectively  of  their  net  earnings  and  of  their 
invested  capital, — two  determining  factors  in  event  of 
purchase ;  and  to  oblige  railway  companies,  without 
postponement  till  the  expiration  of  the  period  fixed  in 
the  franchises,  to  justify  their  statements  of  annual  net 
earnings  and  of  invested  capital."  Finally,  it  undertook 
further  to  annul  the  jurisdiction  of  certain  boards  of 
arbitration,  whose  function,  under  franchises  granted  to 
certain  companies,  had  been  to  settle  any  disagreements 
which  might,  in  event  of  purchase,  arise  between  the 
Confederation  and  the  companies,  and  to  confer  the 
jurisdiction  of  such  boards  upon  the  federal  court. 
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This  law  deali  110;  with  railway  accounts  was  vigorously 
fought  in  the  Federal  Assembly  and  popularly  aroused 
great  opposition,  not  only  among  those  opposed  on 
principle  to  purchase  of  railways,  but  as  well  among 
those  who  demanded  that  the  purchase  should  be  hon- 
estly effected  without  violating  vested  rights  of  share- 
holders in  the  railways.  Those  who  took  this  view  of 
the  matter  insisted  that  the  law  modified  arbitrarily  for 
the  state's  advantage  bilateral  contract  clauses  bearing 
the  state's  seal,  i.  <?.,  provisions  in  the  acts  granting  fran- 
chises to  the  railways.  Supporters  of  the  law  denied 
the  assertion  that  the  franchises  constituted  contracts  of 
this  bilateral  character.  According  to  them,  a  railway 
franchise  is  a  law,  an  act  of  sovereignty  by  the  state, 
which  creates,  it  is  true,  the  rights  acquired,  but  a  law 
which  the  state  has  always  power  to  modify  so  long  as 
none  of  these  acquired  rights  are  violated,  and  they 
maintained  that  the  law  dealing  with  railway  accounts 
and  statements  violated  no  acquired  right.  A  majority 
of  the  Assembly  came  to  be  of  this  opinion,  and  the 
law  was  adopted  on  the  27th  of  Tvlarch,  1896.  Sub- 
mitted to  popular  vote  in  consequence  of  a  demand  for 
the  referendum  signed  by  56,706  citizens,  it  was  adopted 
by  the  people  after  a  contentious  campaign  on  October 
4,  1896,  by  223,228  yeas,  against  176,577  nays,  out  of 
714,033  electors  having  the  right  to  vote.^ 

*  This  ^'  loi  de  iSg6  sur  la  comptabiliU  des  compagnies  de  cheinins 
defer  "  will  be  designated  hereafter  in  the  text  the  "auditing  law  of 
1896. '  '—[Translator.] 


II. 

BILL  PROPOSED  BY  THE  FEDERAL  COUNCIL. 

{March  25,    iSgj). 

Approval  by  popular  vote  of  the  auditing  law  of  1896 
opened  the  way  to  purchase  of  the  railways.  At  first  the 
popular  campaign  for  and  against  the  law  was  regarded 
on  both  sides  as  a  preliminary  skirmish  indicative  of 
public  opinion  upon  the  main  question.  Unquestion- 
ably all  of  those  voting  for  the  law  favored  purchase  of 
the  railways  ;  a  certain  number  of  them  favored  purchase 
conditionally.  On  the  other  hand,  some  of  those  who 
declared  themselves  in  favor  of  purchase  opposed  the 
law  for  reasons  which  have  been  indicated  above. 
Nevertheless,  the  approval  of  this  law  was  generally  re- 
garded as  a  real  triumph  of  the  policy  favoring  purchase 
of  the  railways.  And,  independently  of  the  effect  pro- 
duced by  the  vote  taken  the  law  itself,  since  it  suppressed 
some  of  the  guarantees  accorded  the  companies  under  the 
franchises,  as  for  example  the  jurisdiction  of  boards  of 
arbitration,  to  that  extent  redounded  to  the  advantage  of 
the  federal  government,  and  avoided  many  difficulties 
which  had  up  to  this  time  complicated  the  execution  of 
purchase  under  the  existing  franchises. 

Moreover,  from  the  moment  the  law,  voted  in  the 
Assembly,  was  adopted  by  the  people,  those  who  had 
previously  demanded  immediate  purchase  of  the 
railways  by  exercise  of  the  government's  right  to  expro- 
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priate,  rallied  in  support  of  purchase  under  the  fran- 
chises.    This  is  not  at  all  surprisinjr. 

There  was  henceforth  no  longer  in  their  opinion  any 
reason  to  fear  that  purchase  under  the  franchises  would 
be  effected  on  terms  too  advantageous  to  shareholders, 
subjecting  the  franchises  of  the  state  to  too  great  a 
strain.  The  auditing  law  of  1896  gave  to  the  federal 
government  a  sufficiently  controlling  influence  in  deter- 
mining the  amount  of  the  indemnity  price.  Prior  to  the 
adoption  of  this  law,  the  Socialist  party  had  prepared  a 
petition  urging  upon  the  government  some  initiatory 
action  comprehending  expropriation  of  the  railways  as 
its  ultimate  end.  Although  this  proposition  had  obtained 
more  than  50,000  signatures, — the  number  required 
under  the  constitution  to  force  an  appeal  to  the  popular 
vote  on  any  proposition  originating  in  this  manner, — it 
was  retired  by  its  originators,  who,  from  motives  of 
practical  policy,  did  not  wish  at  the  very  moment  when 
the  Federal  Council  itself  was  presenting  a  bill  provid- 
ing for  the  purchase  of  the  railwa^-s  and  based  upon 
interpretations  of  the  franchises  under  the  new  law  of 
1896,  to  divide  tlie  partisans  of  railway  nationalization 
upon  a  question  of  method. 

The  rights  assured  to  several  of  the  more  important 
railway  companies  under  their  franchises  expired  in  the 
spring  of  i8g8.  The  Federal  Council  had  therefore  no 
time  to  lose  if  it  wished  to  obtain  a  vote  by  the  Assem- 
bly and  the  people  sanctioning  purchase  of  the  road. 
The  auditing  law,  adopted  October  4,  1896,  went  into 
effect  on  the  first  of  the  following   November.     Some 
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months  after,  on  the  25th  of  March,  1897,  the  Federal 
Council  laid  before  the  Federal  Assembly  a  bill  pro- 
viding for  the  purchase  and  operation  of  the  Swiss  rail- 
ways by  the  federal  government,  and  at  the  same  time 
accompanying  the  bill  a  long  explanatory  message. 

Following  is  a  general  outline  of  this  bill  submitted 
by  the  Federal  Council  : — 

Acquisition  and  Opej'ation  : — The  federal  govern- 
ment shall  purchase  at  the  earliest  date  contemplated  in 
the  franchise  acts,  and  shall  operate  on  its  own  account, 
the  systems  of  the  five  chief  Swiss  railways,  the  Jitra- 
Simplo7i^  the  Coitrale.,  the  Nord-Est.^  the  Union- 
Siiissc,  and  the  Gothard.  The  lines  operated  by  these 
five  companies  have  a  length  of  2578  km.,  and  include 
all  the  chief  lines.  Only  a  few  standard  guage  lines  of 
secondary  importance,  some  narrow  guage  and  some 
mountain  roads,  will  still  remain  in  the  hands  of  their 
present  owners. 

The  acquisition  of  the  railways  by  the  federal 
government  shall  take  place  conformably  to  federal 
legislation  and  to  the  franchises.  However,  the  Federal 
Council  is  authorized  at  the  same  time,  with  the  appro- 
val of  the  Federal  Assembly,  to  effect  a  purcliase  of  the 
lines  mentioned  above,  by  mutual  agreement  with  the 
companies,  conforming  always  to  the  regulations  laid 
down  for  determining  the  terms  of  purchase. 

The  Federation  shall  procure  the  funds  necessary  for 
the  acquisition  of  the  railways  and  the  establisliment  of 
a  fund  to  serve  as  operating  capital,  by  contracting 
loans  on  an  issue  of  securities  or  annuities.      Annuities 
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thus  issued  shall  be  retired  at  the  end  of  sixty  years, 
according  to  a  table  of  amortissement  drawn  up  before- 
hand. 

Accounts. — The  accounts  of  the  federal  railways  are 
to  be  kept  separate  from  other  administrative  accounts, 
in  such  a  manner  that  the  financial  condition  may  be  at 
an}'  moment  exactly  ascertained.  The  net  earnings  of 
federal  railways  are  appropriated  in  the  first  place,  to 
the  payment  of  interest  and  reduction  of  the  railway 
debt.  The  surplus  shall  be  applied  exclusively  to  the 
credit  of  the  federal  railways  and  shall  thus  enter  into 
the  annual  receipts  so  as  to  make  possible  a  low^ering  of 
the  transportation  rates. 

Organization  of  the  federal  railways. — Administra- 
tion of  the  federal  railways  shall  be  the  function  of  a 
special  department  of  federal  administration,  and  be  sub- 
ject to  the  supervision  and  control  of  federal  authorities. 

To  the  Federal  Assembly  are  delegated  the  following 
powers  : 

I  St.  To  examine  and  approve  annual  statements  and 
reports  concerning  the  conduct  of  the  roads ; 

2nd.  To  determine  finally,  without  right  of  appeal  to 
the  referendum,  questions  relative  to  the  construction  of 
new  lines  and  the  acquisition  of  lines  already  built ; 

3d.  To  name  eleven  members  of  the  Administrative 
Council. 

To  the  Federal  Council  are  delegated  the  following 
powers  : 

ist.  To  draw  up  regulations  for  putting  into  effect 
the  present  law  ; 
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2nd.  To  name  seventeen  members  of  the  Adminis- 
trative Council,  members  of  the  General  Board  of  Direc- 
tors, and  of  the  boards  of  directors  for  the  several  dis- 
tricts ; 

3d.  To  approve  the  annual  budget  ; 

4th.  To  submit  to  the  Federal  Assembh^  annual 
statements  and  reports  concerning  the  conduct  of  the 
roads,  together  v;ith  propositions  relative  to  the  con- 
struction of  new  lines  and  the  acquisition  of  lines 
already  built ; 

5th.  To  exercise  such  powers  as  the  Federal  Council 
already  possesses  with  regard  to  private  roads  so  far  as 
there  may  still  remain  occasion  for  the  exercise  of  these 
powers  in  the  administration  of  the  federal  railways. 

The  special  agencies  of  administration  for  the  rail- 
ways have  charge  of  the  entire  railway  system.  These 
agencies  are :  a  Railway  Council,  an  Administrative 
Council,  and  a  General  Board  of  Directors. 

Railway  Conncil} — Members  of  the  Railway  Council 
are  named  by  the  cantons,  one  to  every  50,000  inhabi- 
tants. They  serve  for  terms  of  three  years.  The  mode 
of  selection  is  left  for  each  canton  to  determine  for  itself. 

The  following  powers  are  delegated  to  the  Railway 
Council  : 

To  name  eleven  members  of  the  Administrative 
Council. 

To  give  opinions  relative  to  all  questions  of  railway 
services  which  may  be  submitted  to  it  by  the  Federal 

1  This  Council  was  not  created  in  the  law  as  finally  passed.  See 
below,  p.  391. 
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Council,  a  cantonal  government,  the  Administrative 
Council,  or  by  any  of  its  own  members.  These  opinions 
to  be  transmitted  to  competent  authorities. 

To  name  a  standing  committee  charged  with  the  pre- 
liminary examination  of  questions  and  having  the  right 
to  require  of  the  General  Board  of  Directors  any  informa- 
tion of  which  it  may  have  need,  and  to  take  cognizance 
of  any  matters  v^■hatever. 

Ad7ninistrative  Coiuicil. — The  Administrative  Council 
is  made  up  of  thirty-nine  members  chosen  for  terms  of 
three  years  as  follows  : 

Eleven  by  the  Federal  x^ssembly  ; 

Seventeen  by  the  Federal  Council  ; 

Eleven  by  the  Railway  Council.^ 

The  Federal  Council  is  to  take  care  in  making  its 
nominations  that  agriculture,  commerce,  and  industry 
are  properly  represented  in  the  Administrative  Council. 

The  chief  functions  of  the  Administrative  Council  are 
the  following : 

I  St.  To  oversee  the  general  administration  of  the  rail- 
ways ; 

2d.  To  draw  up  the  annual  budget  for  submission  to 
the  Federal  Council ; 

3d.  To  examine  accounts  and  annual  reports  for  sub- 
mission to  the  Federal  Council  ; 

4th.  To  establish  tariff  rates  and  classify  freight ; 

5th.  To  draw  up  rules  regulating  time  schedules  ; 

6th.  To   ratify    important   agreements    effected    with 

other  railway  companies ; 

^  The  method  of  choosing  these  members  was  modified.     See  below, 
P-  392. 


376  Economic  Studies. 

ytb.  To  lay  out  new  lines  of  road  and  draw  up  such 
working  plans  for  new  constructions  as  involve  any  con- 
siderable expenditures  upon  station  plants ;  further,  to 
prepare  plans  for  construction  work  and  important  im- 
provements in  the  system  of  roads  operated  ; 

8th.  To  approve  building  contracts,  and  deliveries  in- 
volving sums  exceeding  500,000  francs  ; 

9th.  To  ratify  the  nominations  of  superintendents,  the 
amounts  of  their  salaries  with  limitations  fixed  by  law 
and  the  budget,  and  to  determine  in  general  the  condi- 
tions under  which  employees  shall  work  ; 

loth.  Finally,  to  investigate  propositions  relative  to 
the  building  of  new  lines  and  to  consider  modifications 
and  amendments  of  legislative  enactment  dealing  with 
the  federal  railways. 

The  Administrative  Council  shall  select  a  standing 
committee  which  shall  make  preliminary  examinations 
of  all  questions.  This  committee  shall  consist  of  six 
members  and  of  it  the  president  of  the  Administrative 
Council  shall  be  chairman. 

General  Board  of  Directors. — The  General  Board  of 
Directors  consists  of  from  five  to  seven  members. 
These  members  are  named  by  the  Federal  Council,  and 
the  Board  holds  its  meetings  in  Berne.  Members  are 
elected  for  terms  of  six  years.  The  president  and  vice- 
president  are  elected  for  terms  of  three  years,  by  the 
Federal  Council. 

Saving  the  functions  of  the  Federal  Council  and  of 
the  Administrative  Council,  the  General  Board  of  Direc- 
tors   controls   the   general    management    of    the    roads. 
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The  Board  makes  up  the  aiiiuial  budget,  composes 
accounts,  and  makes  reports  concerning  management  of 
the  roads.  It  prepares  all  matters  for  submission  to  the 
Administrative  Council  and  executes  decisions.  It 
draws  up  regulations  establishing  tariffs,  and  time 
schedules,  controls  the  operating  receipts  and  the  rail- 
way plant  in  general.  Subject  to  approval  of  the  Ad- 
ministrative Council  it  concludes  agreements  and 
appoints  officials  who  are  together  with  local  superin- 
tendents in  the  several  districts,  directly  responsible  to 
the  Board. 

Districts. — The  federal  railway  system  is  divided 
into  three  districts^  vvdth  central  offices  in  Lausanne, 
lyuzerne,  and  Zurich.  In  charge  of  each  district 
is  placed  a  district  board  of  directors^  composed  of 
three  members  elected  by  the  Federal  Council.  Each 
of  these  local  boards  administers  affairs  within  its 
respective  district,  save  where  the  General  Board  of 
Directors  exercises  control.  More  specifically,  these 
local  boards  have  in  their  charge  the  freight-hauling, 
train-service,  direction  of  work-shops,  etc.,  etc. 

General  Provisions. — Only  citizens  of  Switzerland, 
legally  settled  within  Switzerland,  may  be  employed  on 
the  railways.  Officials,  employees,  etc.,  are  appointed 
for  terms  of  three  years.  All  officials,  as  well  as  mem- 
bers of  the  Administrative  Council,  the  General  Board 
of  Directors,  and  the  local  board,  may  be  removed  by 
the  authority  from  which  they  derive  their  appointment. 

'  This  number  was  raised  to  five  in  the  law  as  finally  passed.     See 
below,  page  394. 
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A  bureau  of  pensions  and  relief  shall  be  created  for 
officials  and  permanent  employees.  The  expense  of 
maintaining  this  bureau  shall  be  equally  apportioned  be- 
tween the  beneficiaries  and  the  railway  department. 

The  Federal  Council  shall  draw  up  regulations  gov- 
erning this  bureau. 

The  existing  bureaus  for  granting  pensions  and  assist- 
ance, the  management  of  which  shall  pass  into  the  hands 
of  the  federal  department  administering  the  railways, 
may,  provided  the  Federal  Council  approves,  continue 
to  operate  as  heretofore  with  their  existing  membership. 
Members  of  such  associations  may  not,  at  the  same  time, 
be  members  of  the  general  bureau  for  granting  pensions 
and  relief. 

The  Federal  Council  shall  take  necessary  measures 
for  the  establishment  of  sick  insurance  bureaus. 

Such  were  the  essential  features  of  the  bill  proposed 
by  the  Federal  Council.  Let  us  examine  now  the  chief 
arguments  brought  forward  in  the  official  messao;e 
accompanying  the  bill  in  advocacy  of  purchase  and 
operation  of  railways  bj-  the  federal  government. 

Necessity  for  consolidation  of  Swiss  railway  systems 
formed  the  basis  of  the  first  argument.  Operation  of  the 
more  important  Swiss  railways,  insists  the  message,  is 
now  in  the  hands  of  five  companies.  The  frequent 
dealings  which  they  have  with  one  another  occasion 
great  waste  of  effort  and  time,  and  an  expense  abso- 
lutely unproductive.  Each  operating  company  is  forced 
to  have,  in  connection  with  all  departments  of  its  serv- 
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ice,  special  bureaus,  inaiutaiuiug  numerous  corps  of 
employees.  Especially  is  this  true  in  the  administration 
of  finances,  since  each  company  must  devote  a  good 
deal  of  time  to  estimating  amounts  due  it  from  other 
companies,  and  to  verifying  statements  received  from 
other  companies  of  amounts  due  them,  and  to  investi- 
gating the  numerous  occasions  of  disagreement  which 
present  themselves.  All  this  labor,  which,  economically 
speaking,  is  absolutely  unnecessary,  might  be  avoided  or 
in  every  instance  simplified  by  consolidation  of  these  di- 
verse functions  of  general  administration  under  one  man- 
agement. A  reduction  in  working  force  and  a  material 
economy  in  expense  of  general  operation  would  result 
from  such  a  consolidation. 

Consolidation  would  assure  advantages  in  maintenance 
and  superintendence  of  lines,  security  of  traffic  and 
operation  itself.  Under  centralized  administration  time 
schedules  might  be  improved,  notably  with  reference  to 
the  international  traffic,  since  such  an  administration 
might  more  easily  than  one  divided  among  five  inde- 
pendent companies,  come  to  an  understanding  with  for- 
eign companies.  The  message  maintained  further,  that 
local  service  might  also  be  improved,  since  under  single 
administration  by  the  state  unproductive  lines  might  be 
subsidized  out  of  profits  earned  on  productive  lines. 
*'  Private  companies,  on  the  other  hand,  give  best 
service  to  the  productive  lines ;  and,  on  lines  of 
secondary  importance,  restrict  their  service  to  what  is 
indispensable  :  at  times,  indeed,  they  grant  no  more 
than  the  minimum  service    required    under  their  fran- 
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cliises,  since  anxiety  to  earn  dividends  dominates  all 
other  interests." 

To  these  advantages  naturally  connecting  themselves 
with  consolidation  of  the  railway  systems,  purchase  of 
the  roads  would  therefore,  according  to  the  message, 
add  those  advantages  attendant  upon  administration  by 
the  state.  Henceforth  the  state  would  occupy  itself 
solely  in  assuring  an  administration  advantageous  to  the 
public  and  the  general  welfare  of  the  country  ;  while 
the  private  companies  are,  in  their  very  nature,  necessa- 
rily forced  to  seek  above  all  else  to  earn  dividends  for 
their  shareholders. 

Pursuing  its  argument  in  favor  of  state  operation  of 
railways  in  detail,  the  message  examined  the  question  of 
rates.  The  state,  from  motives  which  have  just  been 
indicated,  is  better  able,  the  message  declares,  than  the 
companies  to  effect  desired  tariff  reforms.  The  first  re- 
form to  be  effected  should  be  the  introduction  of  uniform 
rates  throughout  the  entire  system  of  national  railways. 
Under  the  present  system,  ordinary  passenger  and  freight 
tariff  rates  differ,  and  often  very  markedly,  from  company 
to  company.  Great  complications  arise  from  this,  embar- 
rassing to  the  public  as  well  as  the  companies.  The  first 
duty  of  the  state  should  be  to  establish  uniform  tariff 
rates  throughout  the  entire  system.  The  message  left  it 
to  be  inferred  that  the  new  tariff  whould  be  calculated  on 
the  basis  of  the  lowest  tariff  rates  actually  in  force  at  the 
present  time.  However,  it  should  be  remarked  that  the 
bill  contained  no  guarantee  in  this  respect. 

The  message  insisted  further  upon  the  necessity  of 
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gradually  paying  off  the  debt  contracted  in  the  purchase 
of  the  Swiss  railways.  The  message  undertook  to 
demonstrate  that  the  majority  of  the  states  bordering 
upon  Switzerland  would,  towards  the  middle  of  the  next 
century,  possess  unencumbered  railway  systems.  In 
France,  it  continued,  the  roads  would  at  the  expiration 
of  franchises,  without  payment  of  any  indemnity  what- 
ever to  the  companies,  revert  to  the  state.  To  attain 
that  end,  France  imposed  upon  herself  each  year  great 
financial  sacrifices.  Other  states,  already  in  possession 
of  their  railway  systems, — Prussia,  Austria,  etc., — paid 
off  each  year  part  of  their  railway  debt,  and  their  lines 
would,  by  the  middle  of  the  next  century,  be  either  en- 
tirely unencumbered  by  mortgage  liens,  or  at  least  be 
relieved  of  a  great  part  of  the  debt  which  w^eighed  upon 
them  to-day. 

Switzerland  ought  to  follow  their  example  ;  if  she  did 
not,  she  w^ould  find  herself  by  that  time  at  a  disadvantage 
in  her  relations  with  other  countries.  In  fact,  as  soon  as 
the  neighboring  states  should  have  a  system  of  railways 
unencumbered  by  debt  they  would  be  able  to  reduce 
their  tariff  rates  considerably,  since  they  would  not  have 
occasion  to  derive  from  these  lines  a  revenue  more  than 
sufficient  to  meet  operating  expenses  ;  and  they  would 
no  longer  be  under  the  necessity  of  paying  interest  upon 
capital  originally  invested.  If  Switzerland  should  not 
be  able  to  reduce  her  tariffs  to  the  same  extent,  it  would 
be  impossible  for  her  to  struggle  against  foreign  compe- 
tition and  traffic  would  leave  her  rails  to  seek  the  ways 
offering  lowest  rates.  The  necessity  of  paying  oft'  the 
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railway  debt  ought  to  induce  the  Assembl\-  of  the  Swiss 
people  to  vote  immediately  for  purchase  of  the  railways. 
Postponement  until  the  end  of  the  succeeding  term 
denoted  in  the  franchises,  namely,  till  the  year  191 3, 
would  make  it  impossible  for  Switzerland  to  pay  off  the 
whole  debt  by  the  middle  of  the  next  century. 

x\nother  argument  which,  according  to  the  message, 
militated  in  favor  of  the  purchase,  was  the  necessity  of 
freeing  the  Swiss  railways  from  foreign  influence,  to 
which  they  were  subject  owing  to  the  fact  that  a  great 
portion  of  the  shares  was  in  the  hands  of  foreign  capi- 
talists. It  was  noted  above  that  the  law  of  1895  obliged 
holders  of  annuities,  if  they  would  secure  their  rights  to 
vote  in  the  general  meetings  of  shareholders,  to  have 
their  shares  registered  by  name.  One  may  read  the  re- 
sult of  this  registration  in  the  following  table,  w-hich 
indicates  how  the  shares  were  distributed  between  Swiss 
and  foreipfn  holders  : 


Total  shares 

Total  shares  registered 

Shares  in  hands  of  hold- 
ers domiciled  in  Switz- 
erland  

Shares  in  hands  of  hold- 
ers domiciled  in  for- 
eign countries 


Jura- 
Sitnplon. 


349,600 


Nord-Est. 


160,000 


Centrale. 


147,8441!     31,427 


181,070  :      68,527         34,464 


14,050 


33,226  1    37,100      20,414 


Union- 
Swisse. 


20,818 
8,082 


Jothard. 


80,000      100,000 
28,900        27,694 


1,347 
26,347 


From  these  figures  it  appears  that,  while  the  relative 
number  of  shares  registered  in  the  hands  of  foreigners 


1  77,090  held  by  the  federal  government. 
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does  not  constitute  a  great  portion  of  the  total  shares,  it 
is  nevertheless  much  greater  when  compared  with  the 
total  shares  registered  ;  and  since  b}^  virtue  of  the  law 
of  1895  only  registered  shares  carried  voting  rights  in 
the  general  meeting  of  stockholders,  it  followed  from 
the  enforcement  of  this  law,  though  undoubtedly  con- 
trary to  the  intention  of  the  Swiss  legislature,  that  for- 
eign shareholders  constituted  a  voting  majority  in  the 
general  meetings  of  three  companies,  the  Nord-Est^  the 
Centi'ale  and  the  Gothard. 

The  Federal  Council  made  it  appear  in  its  message 
that,  with  all  the  strict  control  exercised  by  the  federal 
government  over  the  administration  of  the  companies, 
such  a  state  of  affairs  was  unhealthy  politically  and 
humiliating  to  Switzerland.  Moreover,  it  was,  in  its 
financial  aspects,  dangerous,  because  the  earnings 
realized  from  Helvetian  raihvays,  for  the  most  part,  left 
the  country,  emigrating  to  foreign  lands  in  the  form  of 
dividends,  instead  of  being  laid  out  for  improve- 
ments of  railway  service  and  payment  of  sinking  fund 
annuities,  and  thus  they  contributed  to  the  impoverish- 
ment of  the  country. 

The  message  contrasted  with  the  inconveniences  of 
private  operation  the  advantages  which,  in  the  eyes 
of  those  supporting  the  new  policy,  were  inherent  in 
operation  by  the  state.  It  insisted  especially  upon  the 
fact  that  according  to  the  bill  submitted  to  the  Cham- 
bers, state  operation  of  the  railways  could  not  become 
involved  with  the  general  administration  of  public 
finances.     The  bill  effected  a  complete  separation  of  the 
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railway  accounts  from  accounts  of  other  administrative 
branches.  There  was,  therefore,  no  occasion  to  fear  lest 
the  department  administering  the  railways  should  be 
exploited  as  a  source  of  revenue  to  the  general  state 
treasury.  Net  earnings  resulting  from  operation  of  the 
railway's  would  be  devoted  exclusively  to  the  payment 
of  interest  and  the  reduction  of  tlie  railway  debt,  as  well 
as  to  improvements  in  the  service  (reduction  of  tariff 
rates,  etc.). 

The  message  embodied,  with  these  general  arguments, 
others  intended  to  win  over  certain  classes.  It  assured 
the  railway  employees  that  they  had  everything  to  gain 
in  passing  over  into  the  service  of  the  federal  govern- 
ment :  "  Private  companies  are  naturally  disposed  to 
reduce  as  much  as  possible  that  item  of  expense  which 
is  made  up  of  wages  and  salaries ;  it  is  worthy  of  note 
that  these  companies,  as  a  rule,  pay  high  salaries  for  the 
performance  of  certain  functions,  and  to  make  up  for 
these  expenditures  they  economize  upon  wages  of  com- 
mon employees,  who,  since  they  are  very  numerous, 
occasion  the  great  bulk  of  expenditures. 

"  The  state  will  not  be  actuated  solely  by  motives  of 
profit  and  loss;  it  will  see  to  it  that  each  employee  or  work- 
man has  a  sufficient  wage ;  salaries  will  no  longer  vary 
from  line  to  line  ;  inequalities  which  result  from  the 
financial  condition  of  the  companies,  and  not  from  local 
conditions,  will  disappear.  It  is  absolutely  certain  that 
this  equalization  may  be  effected  without  occasioning  a 
reduction  in  real  wages.  The  reduction  in  the  number 
of  employees,  which  would  accompany  consolidation  in 
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railway  operation,  would  furnish  the  means  necessary  to 
cover  additional  expenditures  necessitated  by  equaliza- 
tion of  salaries.  Let  it  be  constantly  borne  in  mind 
that  this  reduction  in  the  number  of  employees  will  take 
effect  without  causing  discharge  en  masse.,  also  without 
reduction  of  salaries  ;  that  there  will  be  provided  at  the 
same  time  new  employments. 

"  State  operation  of  the  railways,"  continues  the  mes- 
sage, "  will  put  an  end  to  the  protests  occasioned  by 
imperfect  enforcement  of  the  federal  law  of  June  22, 
1890,  regulating  terms  of  service  for  railway  employees.^ 
The  enforcement  of  this  law,  as  is  well  known,  encoun- 
tered active  resistance  from  several  companies,  necessi- 
tating energetic  police  service  to  enforce,  little  by  little, 
observance  of  these  legal  provisions.  Here  again  it  was 
profit-seeking  considerations  which  led  the  companies  to 
make  resistance ;  state  operation  of  railways  would  tend 
to  ameliorate  in  this  respect  also  the  condition  of  em- 
ployees." 

As  to  the  situation  in  event  of  purchase  of  funds  for 
pensioning  retired  employees,  the  message  gives  also  the 
most  reassuring  promises. 

So  far  as  superanuation  funds  are  concerned,  it  is 
certain,  affirms  the  message,  that  the  federal  govern- 
ment, will  assure  to  its  own  railway  employees  con- 
ditions no  less  favorable  than  those  maintained  by  the 
companies.  These  obligations  the  state  may  assume 
without  having  to  take  into  account  considerations  of 

^  This  law  imposed  upon  the  companies  the  obhgation  of  giving  their 
employees  52  days  of  rest  per  year,  of  which  17  must  be  Sundays. 
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profits  :  the  ordinary  contributions  made  by  the  com- 
panies to  these  funds  have  been  reckoned  in  determin- 
ing net-profit,  under  the  franchises  among  operating 
expenses  :  there  would  therefore  not  be  any  added 
expense  to  bear  on  this  account.  The  state  has  also  to 
avow  its  well-wishing  solicitude  concerning  sick  insur- 
ance funds  established  by  railway  employees ;  these 
funds,  in  fact,  have  not  attained,  in  comparison  wnth 
the  relief  funds  of  employees,  that  degree  of  develop- 
ment wished  for. 

*        * 

Examination  in  detail  of  the  financial  questions  in- 
volved in  the  scheme  for  purchase  of  the  railways  takes 
us  somewhat  afield  from  the  immediate  subject  of  this 
study.  We  shall  therefore  confine  our  attention  to  a 
few  general  observations. 

According  to  the  terms  of  the  franchises,  the  pur- 
chase price  to  be  paid  by  the  federal  government  to 
the  railways  was  fixed  at  twenty-five  times  the  average 
net  earnings  during  the  ten  years  immediately  preced- 
ing the  date  of  purchase.  In  no  case  could  the  price  be 
less  than  the  original  expense  of  construction.  The 
roads  and  all  their  branches  must  be  delivered  to  the 
federal  government  in  perfectly  satisfactory  condition. 
Failing  this,  the  federal  government  might  make  a  pro- 
portional reduction  in  the  purchase  price. 

Obviously,  several  of  these  provisions  gave  room  for 
some  discussion.  The  working  basis  upon  which  the 
purchase  price  rested  being  net  earnings  and  original 
expe7ise  of  construction.,  the  first  question    arose    with 
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reference  to  the  definitions  of  these  factors.  As  we 
have  seen  above,  that  was  the  object  of  the  auditing  law 
of  1896.  Moreover,  it  was  essential  to  establisli  the 
precise  significance  of  the  phrase  "  a  perfectly  satisfac- 
tory conditioiiy  According  to  the  interpretation  given 
to  this  phrase,  the  estimated  amounts  of  the  deductions 
to  be  made  from  the  purchase  price  at  the  expense  of 
the  companies,  and  consequently  the  purchase  price 
itself,  were  materially  affected. 

By  a  series  of  calculations,  the  message  from  the 
Federal  Council  estimated  the  amount  to  be  paid  to  the 
companies,  as  follows  : 

Francs. 

Jura-Simplon 288,154,203 

Nord-Est 244,434,347 

Centrale 177,357,946 

Union-Suisse 81,858,654 

Gothard 172,371,182 

■\Vohlen  Bremgarten  (a  small  branch  of  the  Centrale )_  208,446 

Total 964,384,778 

One  factor  among  others  in  this  relatively  low  valua- 
tion had  been  estimated  indemnity  deductions  from  pur- 
chase price  to  the  amount  of  74,554,000  francs,  repre- 
senting the  difference  between  the  actual  condition  of 
the  roads,  and  the  perfectly  satisfactory  condition  desig- 
nated in  the  franchises. 

Calculating  on  the  basis  of  these  prices,  the  rating  of 
each  company's  shares  give  the  following  values.  We 
add,  for  purpose  of  comparison,  par  value  of  shares  and 
their  approximate  average  values,  these  last  named 
values  based  upon   quotations   in   the   Swiss  Stock  Ex- 
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change  before  the  promulgation  of  the  message  of  the 
25th  of  March,  1897. 


JURA-SlMPLON  : 
Preferred  stock 
Common  stock 

NoRD-EsT : 

Common  stock 

Centrale : 

Common  stock 

Union-Swisse  : 
Preferred  stock 
Common  stock 

GOTHARD : 

Common  stock 


Purchase 

Valuation. 

Fraucs. 


500 
120 

338 

543 

500 
315 

620 


Par  Value. 
Francs. 


500 
200 

500 

500 

500 
500 

500 


Market  Value. 
Francs. 


555 
190 

665 
705 

475 
82 


From  this  table  it  appears  that  the  valuations  given 
by  the  Federal  Council  were  very  much  lower  than  the 
prices  quoted  on  the  stock  exchange  and  even,  in  the 
case  of  certain  shares,  below  the  par  value  of  the  shares. 
It  should  be  noted,  further,  that  the  valuations  were  not 
final.  Disagreements  between  the  Federal  Council  and 
the  companies  were  to  be  submitted  for  settlement  to 
<"lie  Federal  Court. 

These  were  the  prices  which  the  Federal  Council  took 
as  a  basis  for  constructing  its  budget  for  the  future 
operation  of  the  federal  railway  system.  In  its  message, 
the  Council  drew  up  three  separate  budgets  on  the  sup- 
position that  the  federal  government  would  be  able  to 
procure  the  funds  necessary  for  effecting  the  purchase  at 
rates  respectively  of  3  per  cent,  3)^  per  cent,  or  4  per 
cent.     Upon  the  supposition  generally  made  during  the 
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discussion,  of  a  loan  at  par,  paying  interest  at  the  rate 
of  31/  per  cent,  the  Federal  Conncil  estimated  that  the 
net  receipts  from  operation  of  the  railways  would  leave, 
after  the  payment  of  interest,  a  free  balance  of  6,654,681 
francs.  Of  this  balance,  the  sum  of  4,546,599  francs 
would  be  devoted  to  the  payment  of  an  annual  sinking- 
fund  necessary  to  extinguish  the  railway  debt  in  the 
course  of  the  next  sixty  years.  There  would  remain, 
therefore,  a  clear  balance  of  2,108,082  francs.  The 
Federal  Council,  according  to  its  estimates,  concluded 
that  the  federal  government  would  be  able  to  accomplish 
the  payment  of  the  debt  which,  according  to  the  Coun- 
cil, was  one  of  the  chief  objects  of  nationalization  ;  the 
state  would  be  able,  moreover,  to  devote  a  sum  of  not 
less  than  2,000,000  francs  per  year  to  improvement  of 
the  service  and  reduction  of  tariff  rates.  We  shall  see 
further  on  that  the  valuations  of  the  Federal  Council 
were  disputed  by  competent  critics.  It  suffices  for  the 
present  to  have  indicated  the  principal  arguments  by 
which  the  Federal  Council  advocated  the  adoption  by 
the  Federal  Assembly  of  the  bill  authorizing  purchase 
of  the  railways. 


III. 

PURCHASE    CONSIDERED    IN    THE    FEDERAL   ASSEMBLY. 

Had  any  one  prejudged  the  ultimate  success  of  the 
purchase  project  from  the  support  which  public  opinion 
at  first  accorded  the  bill  submitted  by  the  Federal 
Council,  such  a  one  must  have  greatly  misjudged  the 
issue.  This  support  was  in  fact  of  a  very  indifferent 
character,  even  among  many  conservative  "  acquisition- 
ists,"'  while  those  opposed  to  purchase  manifested 
intense  hostility.  Opposition  to  the  scheme  did  not 
gather  strength  solely  among  those  opposed  to  acquisi- 
tion and  operation  of  the  railways  by  the  state.  At  the 
start  the  opposition  forces  saw  their  ranks  increased  by 
the  accession  of  all  those  who  although  they  favored 
state  purchase  of  the  railways  in  theory,  felt  never- 
theless dissatisfied  with  the  manner  in  which  purchase 
w^as  about  to  be  effected.  Moreover,  the  measure  pro- 
posed clashed  with  certain  sectional,  local  and  private 
interests,  thereby  giving  occasion  to  delegates  represent- 
ing these  districts  for  making  energetic  protests.  As 
soon  as  the  scheme  became  known,  therefore,  it  became 
the  object  of  severe  criticism  in  the  newspaper  press 
generally. 

'  "  Rachatists.'"  To  this  word  is  appended  the  following  footnote  : 
"The  reader  must  permit  the  use  of  the  terms  '  rachatists'  and 
'  atitirachatists ,''  which,  althoiigh  they  are  not  French,  were  currently 
employed  during  the  campaign  for  nationalization  of  railways  in  the 
newspapers  and  pamphlets  of  French  Switzerland  ;  and  also  it  must 
be  confessed,  in  many  French  papers." 
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Inasmuch  as  the  question  must  undoubtedly  come 
before  the  people  for  final  judgment,  it  was  not  enough 
for  the  Federal  Council  to  secure  a  majority  in  the 
Swiss  Federal  Assembly,  which  never  withholds  its 
support  from  the  government  on  issues  involving  such 
far-reaching  consequences.  It  was  much  more  impor- 
tant to  disarm  that  opposition  which  manifested  itself 
popularly,  and  to  identify  as  many  interests  as  possible 
with  the  scheme.  It  was  to  this  end  that  the  Federal 
Assembly  applied  itself  in  discussing  the  purchase  act 
during  the  sessions  of  July  and  of  September  and  Octo- 
ber, 1897. 

As  local  interests  played  a  chief  part  in  this  dis- 
cussion, we  shall  not  consider  it  in  detail,  but  shall 
take  up  only  those  arguments  brought  forward  by 
the  opposition,  which  involve  general  principles.  It 
will  suffice  for  the  present  to  mention  the  chief  modifi- 
cations which  were  introduced  by  the  legislative  As- 
sembly into  the  original  scheme  as  it  came  from  the 
Federal  Council  ;  they,  for  the  most  part,  concerned  the 
organization  of  the  future  federal  railway  system. 

The  Railway  Council  was  abolished.  It  was  re- 
garded as  a  useless  bit  of  mechanism  in  view  of  the 
unimportant  duties  conferred  upon  it.  It  will  be 
remembered  that  according  to  the  projected  law  this 
Council  possessed  only  advisory  authority,  a  body 
charged  with  the  duties  of  givdng  its  opinion  upon  cer- 
tain questions,  which  if  expressed  were  in  no  way  bind- 
ing upon  the  agencies  of  administration. 

As  a  result  of  the  abolishment  of  the  Railway  Coun- 
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cii,  the  method  of  nominatiag  tke  Ai:::.  -i~.ri.:  e 
Council  was  modified.  According  to  '  — -  sci 
scheme,  the  Administrative  Council  w^-     .  -  39 

members,  nominated  as  follows : 

Eleven  by  the  Federal  Assembly, 

Seventeen  by  the  Federal  Council, 

Eleven  by  the  Railway  ConnciL 

The  cantons  thus  exerted  their  influence  upon  the 
administiation  of  the  federal  railways  indirectly  through 
the  /ediary    of    this   last   body.       The   Federal 

A~-  preferred    to    substitute    for    this    indirect 

rect  action  on  the  part  of  the  cantons;  and, 
therefor r  :'  -  membership  of  the  Administrative  Council 
was  increased  to  55,  of  which  25  were  elected  by  the 
federal  government,  25  by  the  cantons,  and  5  by  the 
local  boards  of  directors  mentioned  above.  This  right 
given  to  the  cantons,  of  electing  25  members  to  the 
Administrative  Council,  was  a  concession  to  the  Feder- 
alists, who  thought  the  management  of  the  railways 
given  over  too  exclusively  to  the  central  govemment. 

An  interesting  debate  took  place  in  the  National 
Council  upon  certain  propositions  emanating,  on  the  one 
hand  from  the  Socialist  deputies,  and  on  the  other  from 
those  deputies  who  represented  particular  commercial  or 
industrial  interests.  These  deputies  proposed  to  the 
government  that  the  right  to  nominate  a  portion  of  the 
members  of  the  Administrative  Council  be  conferred 
upon  certain  unofficial  organizations.  The  National 
Counal  agreed,  at  the  first  hearing,  that  agrarian,  com- 
mercial, industrial,   and  labor  organizations,  together 
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with  the  railway  employees,  should  have  the  rig-ht  to 
designate  25  representatives  in  the  Administrative  Coun- 
cil of  the  railwavs ;  in  this  case  the  number  constituting 
the  Council  would  in  consequence  be  increased  to  80. 
On  a  reconsideration  at  a  second  hearing  of  this  new 
provision  it  encountered  energetic  opposition.  Several 
prime  movers  in  the  general  scheme  pointed  out  that 
neither  the  constitution  nor  statute  law  recognized  the 
organizations  upon  which  it  was  now  proposed  to  confer 
the  right  to  elect  members  to  an  official  board  of  public 
administration.  They  declared,  therefore,  that  the  right 
thus  conferred  was  an  unconstitutional  one.  Moreover, 
they  directed  attention  in  the  National  Council  to  the 
great  difficulties  particularly  attendant  upon  the  grant- 
ing of  such  a  right  as  this.  What  associations  should 
be  allow^ed  to  elect  delegates  ?  What  control  should  the 
state  exercise  over  the  membership  of  these  associations 
and  over  elections  which  they  must  hold  ?  In  the 
absence  of  any  sort  of  legal  organization  was  there  an}- 
assurance  that  these  associations  would  fairly  represent 
all,  or  even  a  majority,  of  those  whose  interests  were  in- 
volved ?  Such  inquiries  were  calculated  to  spread  con- 
tention. 

In  the  face  of  these  objections,  the  National  Council 
revoked  its  decision,  suppressing  the  provision  for  25 
additional  members  elected  to  the  Administrative  Coun- 
cil by  unofficial  organizations,  and  leaving  the  Coimcil 
once  more  with  55  members  elected  as  indicated  above. 
This  debate  gave  to  partisans  of  compulsory  industrial 
organization  an  opportunity  to  break  a  lance  in  their 
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own  cause,  since  it  enabled  them  to  insist  upon  the 
necessity  of  some  industrial  organization  with  a  recog- 
nized legal  status.  Although  these  unofficial  organiza- 
tions were  denied  any  direct  representation  in  the 
Administrative  Council,  the  Assembly  stipulated  that 
the  Federal  Council  should,  nevertheless,  in  the  choice 
of  its  25  delegates,  have  a  care  that  agriculture,  com- 
merce, and  industry  should  be  equitably  represented. 
Along  with  this  guarantee  of  representation  was  in- 
scribed another,  urged  upon  the  Assembly  by  the 
general  secretary  of  the  railway  employees'  union,  M. 
Sourbeck,  National  Deputy,  and  endorsing  representa- 
tion in  the  Administrative  Council  of  railway  employees. 
Let  us  turn  to  the  modifications  which  the  Federal 
Assembly  effected  in  the  plan  submitted  by  the  Federal 
Council.  That  plan  divided  the  railway  system  into 
three  districts,  with  central  officers  at  Lausanne,  Luzerne, 
and  Zurich.  The  cities  of  Bale  and  of  Saint-Gall, 
where  the  central  offices  of  two  railway  companies 
(^Cejit7'ale  and  Union  Suisse)  are  at  present  located,  pro- 
tested vigorously  against  the  new  disposition  of  offices, 
and  were  unwilling  to  lose,  as  a  result  of  the  purchase 
act,  the  benefits  derived  from  the  present  location  of 
offices,  and  the  influence  over  the  administration  of  the 
railways  in  their  respective  vicinities  which  that  location 
gave.  The  Federal  Assembly,  in  compliance  with 
the  demands  made  by  the  authorities  and  deputies  of 
the  two  above-mentioned  cities,  created  five  railway  dis- 
tricts, with  central  offices  at  Lausanne,  Bale,  Luzerne, 
Zurich,  and  Saint-Gall.     General  administration  of  the 
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entire  federal  railway  system  was  centered  at  Berne. 
In  making  these  decisions  the  deputies  were  actuated 
solely  by  a  desire  to  avoid  alienating  certain  regions. 
Obviously  the  Assembly,  when  it  increased  the 
number  of  districts  to  five,  renounced  those  benefits 
which  the  Federal  Council  hoped  to  obtain  from  a 
simplification  of  administration.  In  place  of  the  five 
administrations  of  the  present  companies,  there  would 
be  henceforth  six, — a  General  Board  of  Directors  and 
the  five  district  boards. 

As  drawn  up  in  the  Federal  Council  the  projected 
law  placed  at  the  head  of  each  railway  district,  a  local 
board  of  directors,  nominated  by  the  Federal  Council. 
To  each  of  these  local  boards  the  Federal  Assembly 
attached  a  district  council  of  from  15  to  20  members, 
4  of  whom  should  be  appointed  by  the  Federal  Council 
and  from  11  to  16  by  the  cantons  comprised  within  the 
districts  respectively.  The  creation  of  these  councils 
was  another  concession  to  the  Federalists,  though  a  con- 
cession more  apparent  than  real,  since  the  powers 
conferred  were  insignificant.  Upon  these  councils  w^as 
conferred  the  right  to  express  opinion  upon  all  ques- 
tions involving  railway  service,  especially  questions 
relating  to  time  schedules  and  rates ;  the  right  to 
approve  budgets  and  annual  accounts  drawn  up  by  the 
district  boards  of  directors  for  submission  to  the 
Central  Board  of  Directors  ;  the  right  to  sanction  credit 
items  not  incorporated  in  the  budget,  provided  the  sum 
total  so  approved  did  not  exceed  in  the  annual  budget 
100,000  francs.       Finally,    each  district   council  had  a 
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right  to  nominate  one  member  to  the  Administrative 
Council. 

In  short  the  organization  of  the  future  federal  system, 
of  railways,  with  all  its  apparent  concessions  to  the 
cantons,  remained  highly  centralized.  All  important 
determinations  were  within  the  jurisdiction  of  the 
General  Board  of  Directors  and  the  district  boards,  and 
the  members  of  all  these  boards  were  directly  responsi- 
ble to  the  Federal  Council,  which  possessed  the  power 
of  appointment,  of  control,  and,  should  it  so  happen, 
of  removal. 

In  addition  to  these  amendments  relating  to  the 
organization  of  railway  administration,  the  Federal 
Assembly  introduced  other  provisions  relative  to  the 
construction  of  new  lines.  It  was  necessary  to  calm  the 
apprehensions  of  certain  regions  interested  in  the 
acquisition  of  new  lines  and  fearful  lest  their  chances 
should  be  compromised  in  conveyance  of  ownership  to 
the  state.  Of  these  projects,  the  most  important  was 
one  involving  the  construction  of  a  tunnel  through  the 
Simplon  which  should  connect  the  canton  of  Valais 
directly  with  Italy,  and  in  the  construction  of  which  all 
the  French  provinces  of  Switzerland,  especially  the  can- 
tons of  Voud  and  Valais,  were  intensely  interested.  The 
Jura  Simplon  Company  being  on  the  point  of  undertak- 
ing the  construction  of  this  tunnel  at  the  moment  when 
the  project  of  purchasing  the  roads  made  its  appearance,, 
the  Federal  Assembly  introduced  into  the  law  a  new 
article  which  stipulated  that  "  the  federal  government, 
as  successor  to  the  rights  of  W\^  Jura  Simplon  Company 
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engaged  to  continue  the  railway  line  of  the  vSiniplon, 
provided  the  subsidies  stipulated  on  the  part  of  the 
Swiss  cantons  and  municipalities,  and  the  Italian  gov- 
ernment and  municipalities  should  be  acquired." 

Similar  assurances  were  given  to  the  cantons  of  West 
Switzerland,  which  for  a  long  time  had  desired  the  con- 
struction of  a  road  across  the  Alps  of  West  Switzerland  ; 
but  which,  less  far  advanced  in  their  project  than  the 
cantons  of  the  Simplon,  had  been  unable  as  yet  to  agree 
upon  any  definite  plan.  The  law  therefore  confined  its 
assurances  to  a  declaration  that  the  federal  government 
favored,  as  in  the  case  of  the  Simplon  pass,  and  to  the 
same  extent,  efforts  directed  to  the  construction  of  a  rail- 
way across  the  Western  Alps.  Finally,  the  law  gave  to 
the  canton  of  Saint-Gall  a  special  guarantee  for  the  con- 
struction of  a  railway  which  the  inhabitants  of  this  can- 
ton had  very  much  at  heart,  namely,  the  Ricken  line. 

This  was  not  all.  The  scheme  of  the  Federal  Council, 
it  will  be  remembered,  contemplated  the  purchase  of 
those  lines  only  which  belonged  to  the  five  chief  railway 
companies  of  Switzerland  and  comprised  the  important 
roads.  Acquisition  or  construction  of  lines  not  included 
in  the  original  purchase  act  must  in  future  be  accom- 
plished through  special  legislation  submitted  to  the 
referendum,  A  certain  amount  of  discontent  manifested 
itself  in  those  sections  which  found  themselves  dependent 
upon  secondary  lines  included  among  those  not  pur- 
chased by  the  federal  government.  As  soon  as  the 
principal  roads  came  into  the  possession  of  the  state,  it 
was  feared,  lines  ordinarily  less  productive,  remaining 
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ill  the  hands  of  small  private  companies,  would  find 
themselves  particularly  embarrassed,  and  the  operation 
of  these  roads  must  under  those  conditions  suffer.  Rep- 
resentatives from  these  sections  made  great  efforts  to 
bring  it  about  that  these  lines  of  secondary  importance, 
or  at  least  some  of  them,  should  be  purchased  at  the  same 
time  with  the  main  systems.  But  they  encountered  the 
opposition  of  the  Federal  Council,  particularly  of  the 
chief  of  the  Department  of  Finance,  wdio  had  decided 
to  restrict  the  operation  of  the  purchase  act  for  the  time 
being  to  lines  of  good  earning  capacity.  The  Federal 
Assembly,  however,  conceded  to  those  interested  in  sec- 
ondary lines  an  article  stipulating  that  the  Federal 
Council  might  acquire  successively  the  secondary  lines 
subject  to  the  approval  of  the  Federal  Assembly  alone, 
and  without  submitting  such  enactments  to  the  referen- 
dum. 

Such  were  the  principal  modifications  introduced  by 
the  Federal  Assembly  into  the  law  as  it  had  been 
formulated  in  the  Federal  Council ;  they  were  very  dif- 
ferently regarded  respectively  by  those  favoring  and 
those  opposing  purchase.  Those  favoring  purchase 
boasted  of  the  work  done  in  the  Federal  Assembly  as  a 
happy  compromise  calculated  to  unite  all  sections  of  the 
country  in  a  great  scheme  of  nationalization  of  the  rail- 
ways by  purchase ;  others  characterized  the  work  as  a 
bit  of  humbugging  not  calculated  to  improve  the  law, 
but  simply  to  gain  votes,  and  effect  its  acceptance  through 
a  coalition  of  interests.  What  is  certain  is  that  the  end 
sought  by  the  majority  was  attained,  and  that  the  amend- 
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ments  introduced  in  the  Chambers  did  silence  a  great 
part  of  that  opposition  which  was  very  active  at  first ; 
but  in  effecting  this  quietus  the  majority  also  appealed 
to  party  allegiance  and  discipline.  A  single  deputy  only 
among  the  Radicals,  M.  Gobart  (Berne),  voted  against 
the  bill.  In  the  National  Council  the  parliamentary 
majority  which  accepted  the  bill  was  considerable,  the 
vote  standing  98  to  29,  and  somewhat  less,  25  to  17,  in 
the  Council  of  States.  The  opposing  minority  was  made 
up  for  the  most  part  of  Catholic  and  Federalist  members 
on  the  Right,  and  of  the  Liberal  part}^  of  the  Centre  ;  the 
suj^porting  majority  comj^rised  all  the  Radicals  on  the 
Left  with  the  exception  of  one  deputy,  all  the  Socialists 
of  the  extreme  Left,  a  part  of  the  Centre,  and  a  small 
fraction  of  the  Right. 


IV. 

PROPOSITION     FOR     PURCHASE    OF    RAILWAYS    BEFORE 
THE  PEOPLE. 

The  law  authorizing  purchase  of  the  railways  was 
finally  voted  in  the  Federal  Assembly  October  15,  1897. 
But  it  will  be  borne  in  mind  that  every  law  adopted 
in  the  Federal  Assembly  must  under  the  Swiss  consti- 
tution be  submitted  to  popular  vote,  if  within  three 
months  after  the  official  publication  of  the  law  thirty 
thousand  electors  demand  the  referendum.  Immedi- 
ately upon  the  passing  of  the  law  in  the  legislative 
body,  authorizing  purchase  of  the  railways  the  opposition 
organized  throughout  all  the  cantons  a  great  petition 
bearing  the  number  of  signatures  necessary  to  occasion 
a  referendum.  This  number  was  obtained  and  even 
greatly  exceeded.  Within  the  legally  prescribed  period 
divers  committees  of  "  anti-acquisitionists "  deposited 
with  the  federal  chancellor  the  signatures  of  85,891 
electors  demanding  submission  of  the  law  to  popular 
vote.  The  Federal  Council  fixed  the  date  for  taking 
this  vote  on  February  20,  1898. 

The  campaign  for  and  against  purchase  had  begun  in 
the  press  and  in  public  meetings  during  the  progress  of 
the  discussion  in  the  Federal  Assembly.  Discussion 
became  more  active  as  soon  as  the  law  entered  upon 
what  is  known  in  Switzerland  as  the  "  referendum 
period,"  that  is  the  period  during  which  each  citizen 
may   express  his  opinion  upon  the  subject  of  any  law 


State  PurcJiase  of  Railccays  171  Switzerlaiid.         l\o\ 

upon  which,  thanks  to  the  re/e?'cudin)/^  he  may  cast  a 
vote.  Soon  after  the  meeting  of  the  Assembly  the 
several  parties  called  general  cancnses  of  delegates  to 
agree  upon  polices  which  they  should  respectively  adopt 
with  reference  to  the  law. 

The  Socialists  were  the  first  to  call  their  caucus.  The 
Socialists  have  been  for  many  years  in  Switzerland  most 
ardent  champions  of  state  purchase  of  railways,  in  wdiicli 
they  see  a  realization  of  one  article  of  their  programme. 
It  is  true  that  the  law  as  voted  in  the  Assembly  was 
only  half  satisfactory  to  them.  They  protested  especially 
that  the  law  gave  too  much  power  to  the  Federal  Coun- 
cil, centralizing  in  its  hands  too  completely  the  supreme 
direction  of  the  federal  railways.  They  would  have  pre- 
ferred to  have  the  administrative  agencies  entirely  inde- 
pendent of  political  authority,  and  in  part  at  least, 
directly  elected  by  the  people.  Propositions  to  that  end 
had  been  introduced  into  the  National  Council  by  two 
of  their  leaders,  Messrs.  Curti  and  Wullschleger ;  but 
these  had  been  rejected  by  the  majority. 

Nevertheless  the  Socialists,  in  spite  of  objections  made 
by  them  to  the  law  in  detail,  believed  it  contrary  to  their 
principles  and  inconsistent  with  their  previous  record  to 
reject  a  law  which  took  out  of  the  hands  of  private  com- 
panies a  property  representing  at  the  lowest  estimate  a 
value  of  one  milliard  francs,  for  the  purpose  of  giving 
this  property  over  to  the  state.  On  November  14  they 
came  together  at  Zurich  to  discuss  the  matter.  M. 
Wullschleger,  member  of  the  National  Council,  pre- 
sented a  report  in  favor  of  purchase.     He  did  not  dis- 
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semble  his  dissatisfaction  at  the  poor  support  accorded 
by  the  majority  in  the  Assembly  to  his  propositions, 
which  had  been  calculated  to  introduce  into  the  admin- 
istration of  the  federal  railways  a  little  democracy.  He 
criticised  the  projected  organization  as  too  bureaucratic, 
and  complained  that  the  various  unofficial  and  industrial 
organizations,  especially  labor  organizations,  should  find 
themselves  deprived  of  their  right  to  designate  certain 
members  of  the  Administrative  Council.  He  recognized 
with  equal  clearness  that  the  first  effect  of  the  law  must 
be  to  strengthen  the  Radical  party  of  the  government  at 
the  time  in  power. 

"  State  purchase  of  railways,"  he  continued,  "  has 
always  occupied  an  important  place  in  Socialist  demands. 
It  is  above  all  else  important  for  us  that  the  railways  be 
taken  out  of  the  hands  of  the  great  companies ;  for  we 
shall  never  gain  any  influence  over  them  unless  it  be 
through  the  state.  It  is  above  all  important  that  we 
win  out  of  '  capitalism  '  as  conquered  territory  a  domain 
which  has  up  to  the  present  time  remained  subject  to  its 
sway.  The  only  motive  which  might  lead  us  to  reject 
the  scheme  for  purchase  of  the  railways  is  the  fear  that 
the  state  might  pay  shareholders  in  these  companies  too 
dearly.  But,  thanks  to  the  auditing  law  of  1896,  per- 
mitting the  federal  government  to  purchase  the  railways 
at  a  fair  price,  there  is  no  longer  any  occasion  to  fear  an 
over-valuation.  Politically  the  purchase  must  undoubt- 
edly redound  immediately  to  the  disadvantage  of  the 
Socialists,  as  well  as  other  minorities.  Socialists,"  he 
added,  "  do  not  look  at  matters  from  the  point  of  view 
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occupied  by  the  conservative  opposition.  They  do  not 
regard  the  past,  but  the  future.  ^lomentary  advantages 
accorded  to  political  adversaries  will  not  prevent  vSocial- 
ists  coming  into  possession  of  power  some  day." 

Supported  in  these  opinions  Mr.  Wullschleger  pro- 
posed to  the  meeting  a  resolution  of  considerable  length 
favoring  purchase  of  the  railways  as  an  essential  article 
in  the  socialist  programme,  and  as  a  victory  won  against 
capitalism  :  he  instructed  the  party  committee  to  under- 
take active  propagandist  measures  in  support  of  the  law. 
This  resolution  was  voted  unanimously  without  discus- 
sion. 

From  this  action  taken  by  the  Socialists  let  us  turn  to 
that  taken  by  the  Radicals,  who  were  at  the  time  in 
power.  They  controlled  a  large  majority  in  the  As- 
sembly, and  in  the  Federal  Council  six  out  of  seven 
members  belonged  to  the  party.  Moreover,  while  it 
happened  that  the  single  representative  of  the  catholic 
minority  in  the  executive  departments,  M.  Zemp,  mem- 
ber of  the  Federal  Council,  in  his  capacity  as  chief  of 
the  Department  of  Railways,  had  introduced  into  the 
Federal  Council  and  defended  in  the  assemblies  the  bill 
drawn  up  in  his  own  bureaus,  it  was  still  none  the  less 
true  that  state  purchase  of  the  railways  must  be 
considered  an  achievement  of  the  Radicals.  In  fact,  the 
party  programme,  especially  in  the  German  cantons  of 
Switzerland,  had  favored  state  intervention  on  a  larger 
and  larger  scale  in  the  domain  of  industry. 

All  this  does  not  at  all  signify  that  opposition  to  the 
law  within  the  party  itself,  especially  in  French  can- 
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tons,  was  inconsiderable.  Radical  deputies  from  these 
districts  manifested  at  the  start,  considerable  indiffer- 
ence, some  of  them  even  hostility,  to  the  project ;  but 
the  discussion  in  the  Chambers  and  the  groupings  of 
the  party  organizations  which  took  place  at  the  same 
time,  overcame  their  hostility  and  changed  their  indiffer- 
ence into  enthusiasm,  all  the  more  exuberant  because 
newly  aroused.  The  result,  as  we  have  seen  above, 
was  that  in  the  two  Councils  but  one  Radical  deputy,  M. 
Gobart,  voted  against  the  purchase  ;  and  in  the  public 
agitation  over  the  question  only  one  prominent  Radical, 
M.  Numa  Droz,  ex-President  of  the  Confederation,  had 
courage,  by  the  publication  of  an  able  pamphlet,  and  in 
a  series  of  meetings  held  in  the  principal  villages 
throughout  the  French  cantons,  to  persevere  against 
party  orders  in  opposing  state  purchase.  M.  Droz  in- 
duced a  great  many  belonging  to  the  Radical  party  in  the 
region  where  he  labored,  to  follow  him  into  the  adver- 
saries' camp.  But  the  final  official  committee  of  the 
Radical  party  declared  itself  unanimously  in  favor  of  the 
scheme,  and  its  delegates  came  together  again  in  a 
general  meeting  on  the  12th  of  December,  at  Berne. 
Messrs.  von  Arx,  deputy  in  the  Council  of  States  from 
Soleuse,  and  Jordan-Martin,  deputy  in  the  National 
Council  from  the  Canton  Vaud,  presented  reports  favor- 
ing purchase ;  and  brought  forward  reasons  analogous 
to  those  found  in  the  message  of  the  Federal  Council. 
The  following  resolution  was  then  voted  unanimously  : 
"  The  Assembly  of  Delegates  from  the  Swiss  Radical 
Democratic    party    met    at    Berne,   October    12,    1897, 
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urges  the  Swiss  people  to  accept  the  law  providing  for 
the  purchase  of  the  railways.  Profoundly  convinced  of 
the  advantage  which  will  follow  from  state  purchase 
of  the  railways,  not  only  to  commerce,  agriculture, 
and  to  large  and  small  industries,  but  also  to  the  Swiss 
people  in  general,  this  meeting  of  delegates  declares  its 
support  of  the  law. 

"Together  with  all  other  important  ways  of  com- 
munication, railways  ought  to  belong  to  the  state. 
They  cannot  longer  remain  in  the  hands  of  share- 
holders, for  the  most  part  foreigners. 

"  Solicitude  for  our  economic  independence  demands 
immediate  acquisition  of  the  lines  of  our  chief  railway 
systems,  which  will  enable  us  to  organize  the  operation 
of  these  lines  on  a  rational,  economic  basis.  Purchase, 
furthermore,  is  a  political  necessity  of  the  first  order." 

The  opponents  of  the  purchase,  on  their  side,  came 
together  to  organize  for  the  struggle.  They  were,  for 
the  most  part,  members  of  two  parties,  the  Catholic 
Peoples  party  and  the  Liberal,  or  Conservative  Liberal 
party. 

In  the  Assembly,  the  deputies  of  the  Catholic  Right 
furnished  the  majority  of  those  opposed  to  the  purchase 
law.  They  were  actuated  by  motives  of  principle. 
Opposed  to  too  great  extension  of  the  powers  of  the 
federal  government,  they  opposed  purchase  of  the 
railways  as  an  act  placing  a  dangerous  tool  in  the  hands 
of  centralized  political  power.  Moreover,  as  supporters 
of  prudent  and  economic  administration  of  public 
finances,  they  believed  that  the  purchase   and  operation 
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of  railways  by  the  state  must  involve  the  Confederation 
in  too  great  risks,  which  they  preferred  to  leave  to  pri- 
vate companies  to  encounter. 

A  part  of  them,  however,  were  won  over  to  the  sup- 
port of  the  law,  for  diverse  reasons.  Some  came  under 
the  personal  influence  of  M.  Zenip,  who  was,  before  he 
became  a  member  of  the  Federal  Council,  a  leader  of 
the  Catholic  Right.  Others  represented  cantons  which 
were,  or  thought  they  were,  particularly  interested  in 
effecting  the  purchase.  There  resulted,  therefore,  upon 
this  matter  a  schism  of  the  Right.  While  the  majority 
of  the  party  opposed  the  law  as  presented  by  the 
Federal  Council,  some  deputies,  particularly  those  from 
the  cantons  of  St.  Gall  and  d'Argobie,  accepted  it  and 
even  took  an  active  part  in  its  support  during  the  cam- 
paign. 

Nevertheless,  a  great  majority  of  the  Catholic  Swiss 
Federalists  took  a  negative  attitude.  On  the  i6tli  of 
December,  a  meeting  of  the  delegates  of  the  Catholic 
party  took  place  at  Berne,  and,  after  a  long  discussion, 
resolved,  by  a  vote  of  74  to  8,  to  urge  rejection  of  the 
purchase  law  on  economic  and  political  grounds. 

Of  all  the  great  political  parties  in  Switzerland,  the 
organization  of  the  Liberal  Conservatives  alone  does 
not  extend  throughout  all  the  cantons.  It  is  recruited 
from  a  certain  member  of  cantonal  groups  which  are  in 
general  accord  upon  federal  questions,  and  recruits  itself 
especially  in  protestant  cantons, — in  Berne,  Bale, 
Zurich,  Vaux,  Neuchatel,  Geneva,  etc.  Opposed  to 
state  socialism  and  in  favor  of  economic  freedom,  in- 
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heriting  alono;-  with  the  Catholic  party  the  Federalist 
traditions  in  Switzerland,  this  party  naturally  opposed 
state  operation  of  railways.  Accordingly,  the  majority 
of  deputies  representing  this  party  in  the  Federal 
Assembly  voted  against  the  law  presented  by  the 
Federal  Council.  And  in  all  the  cantons  the  political 
organizations  and  papers  advocating  the  Liberal  Con- 
servative policy  declared  themselves  almost  unani- 
mously opposed  to  the  purchase,  and  conducted  an  ener- 
getic campaign  to  bring  about  rejection  of  the  law  by 
popular  vote. 

Having  noted  briefly  the  disposition  of  the  several 
parties,  we  turn  now  to  a  consideration  of  the  principal 
arguments  brought  forward  by  those  opposed  to  pur- 
chase. These  arguments  were  of  two  sorts ;  some  of 
them  political  and  others  economic  or  financial. 

Political  arguments.  It  is  well  known  that  there  are 
at  work  in  Switzerland  two  political  tendencies,  which 
manifest  themselves  in  the  consideration  of  almost  all 
questions, — the  tendency  toward  centralization  or  con- 
solidation, and  the  tendency  towards  federalization. 
The  Centralizationists  seek  the  progressive  unification 
of  Switzerland,  and  wish,  to  the  detriment  of  cantonal 
integrity,  to  delegate  to  the  central  authorities,  that  is  to 
say,  the  F^ederal  Council  and  the  Federal  Assembly, 
the  greatest  possible  power.  The  Federalists,  out  of  re- 
spect for  Swiss  historical  tradition,  seek  to  reserve  to  the 
cantons  the  exercise  of  those  rights  secured  to  them 
under  the  constitution  of   1874,  and  they  contest  step  by 
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step  any  action  which  threatens  to  distnrb  the  balance 
of  power  between  central  and  local  anthorities.  On  the 
issne  of  state  pnrchase  of  railways  these  two  tendencies 
fonnd  themselves  once  more  arrayed  against  one  another. 
It  is  true  that  nationalization  did  not  deprive  the  cantons 
of  an}-  rights, — the  cantons  had  had  no  rights  of  inter- 
ference in  railway  matters  since  1872.  Bvit  the  Federal- 
ists feared  lest  purchase  of  the  railways  should  disturb 
the  balance  of  power  between  the  Confederation  and  the 
cantons  by  considerably  augmenting  the  powers  of  the 
federal  government  and  placing  in  the  hands  of  federal 
authorities  all  the  interests  allied  to  railway  operation. 
Operation  of  the  railways  must  render  difhcult,  even 
in  other  spheres,  cantonal  resistance  to  encroachments 
of  the  central  authorities. 

iNIoreover,  the  organization  of  the  federal  railways,  as 
provided  in  the  law,  was  just  as  unsatisfactory  to  Fed- 
eralists as  to  Socialists.  Unquestionably  the  Assembly 
made  certain  concessions  to  the  first  in  permitting  direct 
representation  of  the  cantons  in  the  Administrative 
Council'  and  in  the  creation  of  local  boards  elected  for 
the  most  part  by  the  cantons  immediately  interested. 
But  the  authority  of  the  Administrative  Council,  and 
especially  of  these  local  boards,  was  greatly  restricted. 
The  majority  of  the  Assembly  had  refused  to  confer 
upon  these  bodies  the  right  to  elect  the  General  Board 
and  the  district  boards  of  directors,  and  had  given  that 
power  to  the  Federal  Council.  The  Federalists  im- 
peached the  law  on  the  ground  that  it  gave  over  to  the 

^See  above,  page  395. 
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central  political  authority  the  new  powers  created  and 
conferred  npon  the  state  in  the  pnrchase  of  the  rail- 
ways ;  and  these  new  powers  onjrht  at  least,  they 
thonght,  to  have  been  divided  between  the  federal  gov- 
ernment and  the  cantons. 

To  these  specific  objections  were  added  others  more 
general  in  their  character,  which  had  to  do  with 
the  principles  involved  in  the  state  assumption  of  railway 
ownership.  The  state,  it  was  said,  is  not  itself  a  proper 
agency  of  snch  industrial  and  commercial  administration 
as  is  required  for  operation  of  railways.  It  is  a  mistake 
to  subject  the  state  finances  to  all  the  risks  inherent  in 
such  a  combination.  The  state  exceeds  its  proper  func- 
tion when  it  constitutes  itself  superintendent  of  trans- 
portation ;  its  function  consists  in  defending  public 
interests  by  exercising  an  effective  surveillance  over  the 
administration  of  private  companies.  Public  interests 
are  better  served  if  the  federal  government  has  extensive 
rights  of  control  than  they  would  be  if  the  state  itself 
operated  the  railways.  Thanks  to  rights  of  control,  the 
state  would  unquestionably  be  able  to  obtain  concessions 
in  favor  of  the  public  which  the  state  w^ould  not  itself, 
perhaps,  accord  where  the  concessions  bid  fair  to  occasion 
a  dimunition  of  the  state's  own  revenues  or  an  increase 
in  the  state's  own  expenditures. 

Moreover,  urged  those  who  opposed  the  principle  of 
state  purchase,  it  is  to  be  feared  that  politics  wall 
exercise  an  unfortunate  influence  over  the  adminis- 
tration of  the  railways.  A  good  administration  of  the 
railways  must  be  one  serving  solely  the  general  welfare 
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of  the  country  ;  the  lines  must  be  operated  on  business 
principles.  If  the  railways  are  in  the  liandsof  the  state, 
political  influences  will  make  themselves  felt  in  the 
appointment  of  officials,  the  construction  of  time  sche- 
dules, the  fixing  of  rates,  and  the  building  of  new  lines. 
Their  effect  cannot  be  other  than  disastrous.  On  the 
other  hand,  state  administration  of  such  great  financial 
interests  must  react  detrimentally  upon  the  general 
politics  of  the  country. 

The  important  interests  connected  with  the  railways 
would  make  possession  of  power  even  more  than  it 
is  to-day  desirable ;  the  interests  involved  would  more 
and  more  complicate  jiolitical  contests  and  render  them 
more  fervid  and  desperate.  On  the  other  hand,  the  cen- 
tral power  would  be  able  to  dispense  such  great  benefits 
and  would  be  master  of  so  considerable  an  ami}'  of 
officials  that  it  might  bring  to  bear  a  considerable  in- 
fluence upon  deputies  in  the  Assembl}^  and  even  upon 
electors  themselves.  Those  who  feared  the  consequences 
of  these  influences  in  their  bearing  upon  parliamentary 
independence,  and  even  upon  freedom  in  the  exercise 
of  the  rights  of  suffrage,  ought  to  oppose  the  law. 

Eco7ioinic  and  Financial  Arguments.  In  the  polemics 
of  those  opposed  to  purchase,  along  with  these  political 
considerations,  others  economic  and  financial  also  played 
a  great  part.  Two  important  brochures,  setting  forth 
the  arguments  of  this  character,  one  by  M.  Numa  Droz,' 
ex-President  of  the  Swiss  Confederation,  the  other  by  Dr. 

^  Le  rachat  des  chemins  de  fer  par  Niima  Droz.  Bibl.  Musee  Sociale, 
No.  E  8455. 
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Steiger/  created  a  real  sensation  in  Switzerland.  We 
cannot  nndertake  here  a  complete  analysis  of  the  ideas 
developed  in  these  two  pamphlets,  but  shall  confine  our- 
selves to  enumerating  the  more  important  points  in  their 
argument. 

Purchase  of  the  railways,  according  to  these  writers, 
is  above  all  a  question  in  economics.  Those  who  recom- 
mend the  purchase  seek  to  awaken  in  the  public  mind 
grand  expectations  ;  they  promise,  in  event  of  the  accept- 
ance of  the  law,  great  improvement  in  the  service ;  and 
they  affirm  at  the  same  time  that  the  operation  of  the 
railways  shall  impose  upon  the  federal  government  no 
risk.  Yet  all  tlieir  promises  are  subordinated  to  that 
question  which  dominates  the  debate  :  "  Will  the  rail- 
ways in  the  hands  of  the  federal  government  yield  a 
revenue  which  will  make  possible  the  realization  of  the 
hopes  raised  in  connection  with  this  scheme?" 

In  answer  to  that  question  the  message  of  the  federal 
government  replies  :  "  Yes  ;"  and  it  gives  figures  bear- 
ing upon  that  |)oint.  These  figures  it  is  necessary  to 
examine. 

We  have  seen  that  the  future  budget  drawn  up 
by  the  Federal  Council  is  based  upon  a  valuation  of  the 
railways  at  964,000,000  francs,  in  round  numbers,  the 
amount  to  be  paid  to  the  railway  companies.  But  this 
total  of  964,000,000  francs  has  been  obtained  from 
estimates  very  favorable  to  the  Confederation  and 
very  unfavorable   to   the  companies  :   the  companies  do 

1  Zur  Orieiitierung  iiber  die  Frage  der  Eisenbahnverstaatlichung  in 
der  Schweiz,  von  Dr.  jur  J.  Steiger.     Bibl.  Musee  Sociale,  No.  E  4131. 
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not  accept  these  estimates.  They  believe  their  roads 
worth  much  more  than  the  amount  offered  by  the 
Federal  Council.  M.  Droz  has  estimated  at  more  than 
300,000,000  francs  the  difference  in  the  estimates  of  the 
purchase  price  made  by  the  Confederation  and  by  the 
companies.  This  divergence  will  become  the  subject  of 
legal  adjustment  which  ought  to  be  effected  in  the  Fed- 
eral Courts.  On  the  supposition  that  the  Federal  Courts 
allow  the  companies  only  one-half  the  difference,  that  is 
150,000,000,  the  capitalization  of  the  federal  railways  is 
increased  by  that  amount ;  and  henceforth  the  budget  of 
the  Federal  Council  will  be  entirely  upset  by  the  pay- 
ment of  interest  upon  this  capital.  Other  factors  may  also 
enter  in  to  disturb  the  budget  balance.  In  the  first  place, 
it  is  not  certain  that  the  federal  government  will  be  able 
to  borrow  at  3^  per  cent,  and  at  par,  the  amount 
requisite  for  purchase  of  the  railways.  Finally,  it  has 
not  been  proved  that  net  receipts  of  operation  will  regu- 
larly increase  from  year  to  year  according  to  the  estimate 
made  by  the  Federal  Council  in  its  calculation.  But  on 
the  supposition  even  that  both  these  conditions  are 
realized,  a  deficit  may  arise  in  the  budget.  In  fact,  the 
Federal  Council  has  neglected  to  take  into  account  in 
its  calculations  many  elements  which  will  nevertheless 
burden  its  budget  of  expenditures. 

The  most  important  of  these  factors  are  the  necessary 
annual  expenditures  for  improvement  of  the  roads. 
The  accounts  of  the  railway  companies  show  that  during 
the  last  few  years  the  five  principal  companies  have  ex- 
pended annually  about  13,000,000  francs  for  repairs  and 
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improvements  of  the  lines,  work-sliops,  etc.  The 
expense  of  these  works  does  not  enter  into  the  budget 
of  operating  expenses.  The  outlays  thus  necessitated 
go  to  swell  the  construction  account  of  the  companies, 
and  are  covered  by  new  loans.  Nevertheless,  the  Fede- 
ral Council  in  its  budget  has  taken  into  account  only 
operating  expenses  of  the  companies,  and  has  omitted 
altogether  any  account  of  these  improvements.  It  is 
not  at  all  likely  that  the  federal  government  will  be 
able  to  spend  less  in  the  completion  of  its  system  than 
the  present  companies.  There  may  result  on  this 
account  an  annual  deficit  of  from  10,000,000  to  12,000,- 
000  francs. 

Neither  has  the  Federal  Council  in  its  budget  taken 
any  account  of  the  sums  necessary  for  the  payment  of 
interest  and  capital  which  must  be  procured  for  tunnel- 
ing the  Simplon,  later  the  Alps  of  West  Switzerland, 
and  finally  for  the  possible  purchase  of  secondary  lines. 
Nevertheless,  the  pledge  which  the  federal  government 
has  given  in  the  purchase  act,  renders  one  and  all  of 
these  expenditures  inevitable  sooner  or  later.  Here 
may  be  a  new  occasion  of  deficit  on  account  of  the  fede- 
ral railways. 

Finally,  the  Federal  Council  has  promised  in  its  mes- 
sage to  introduce  uniformity  in  its  freight  and  passen- 
ger tariffs  throughout  the  Swiss  railway  system,  based 
upon  the  lowest  rates  now  in  operation.  It  has  at  the 
same  time  recognized  the  fact  that  this  uniformity 
would  result,  at  least  at  the  start,  in  reducing  receipts 
by  4,700,000  francs.  It  has  not  deducted  this  sum  of 
5 


414  Economic  Studies. 

4,700,000  francs  from  the  present  current  receipts  of  the 
companies,  and  it  has  made  its  calculations  without 
taking  into  account  this  deduction.  It  hopes,  it  is  true, 
that  increased  trafific  will  compensate  for  reduction  in 
rates  ;  but  such  compensation  will  certainly  not  mani- 
fest itself  for  a  number  of  years  if  at  all.  During  the 
earlier  years,  all  or  part  of  this  sum  will  be  added  to  the 
federal  liabilities. 

From  these  calculations  it  becomes  evident  that  the 
budget  for  the  operation  of  the  federal  railways  will,  in 
all  probability,  present  a  considerable  deficit.  There- 
fore it  will  not  be  possible  to  pay  off  the  railway  debt, 
and  one  of  the  principal  arguments  brought  forward  in 
favor  of  the  purchase  vanishes.  The  Confederation  is 
likely,  rather,  to  contract  each  year  10,000,000  or  12,- 
000,000  francs  of  new  loans  for  improvements.  And 
far  from  having  paid  off  its  debt  by  the  middle  of  the 
next  century  it  will  find  itself  embarrassed  with  liabili- 
ties exceeding  a  miliard  and  with  a  new  debt  of  600,000,- 
000  or  700,000,000  francs.  To  avoid  great  annual 
deficits,  the  federal  administration  must  operate  the 
railways  on  a  strictly  economic  basis.  Instead  of  reduc- 
ing transportation  rates,  it  may  perhaps  be  forced  to  in- 
crease those  rates.  No  legislative  enactment  will  be 
able  to  obviate  this  necessity,  propositions  tending  to 
guarantee  the  public  against  possible  increase  in  tariff 
rates  having  been  rejected  by  the  Federal  Assembly, 
The  federal  government  will  find  itself  unable  to  keep 
the  promises  which  it  has  made  with  regard  to  improve- 
ment of  service,  or  higher  salaries. 


I 
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Messrs.  Droz  and  Steiger,  and  others  of  like  opinions, 
affirmed  therefore  that  the  purchase  from  a  financial 
point  of  view  would  be  an  unwise  action  on  the 
part  of  the  state.  Was  it  not  therefore  a  dangerous 
undertaking  for  a  small  country  such  as  Switzerland 
to  contract  an  enormous  debt  which  it  would  find 
difficulty  in  discharging,  and  the  interest  of  which 
must  be  earned  from  operation  of  railways?  Would 
not  the  contraction  of  so  considerable  a  loan,  a 
part  of  which  must  undoubtedly  be  placed  in  foreign 
countries,  compromise  the  financial  independence  of  the 
federal  government  ?  And  why  run  these  risks,  when 
the  necessity  of  economy  must  prevent  the  federal 
government  from  keeping  the  promises  so  freely  made 
by  those  favoring  purchase  ? 

Such  were  the  chief  arguments  brought  forward 
against  purchase,  and  they  form  the  counterparts  of  the 
arguments  brought  forward  in  the  message  of  the 
Federal  Council.^  Many  other  arguments  on  either  side 
might  be  cited.  One  might  easily  recount  along  with 
appeals  to  rational  consideration  of  the  question,  other 
special  appeals  to  political  and  social  passions  among 
those  favoring  purchase.  These  latter  did  not  rely 
solely  upon  the  serious  arguments  brought  forward 
in  support  of  their  opinion  but  they  profited  by,  and 
even  abused,  the  unpopularit}'  which  several  of  the 
railway  companies  suffered  in  some  of  the  Swiss  cantons, 
and  took  occasion  therefrom  to  direct  popular  prejudice 
against  shareholders  in  the  companies  and  against  pri- 

'  See  above,  Page  410. 
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vate  operation  of  railways  in  general.  The  fact  that 
the  shares  in  these  railway  companies  were  partly  held 
by  foreigners  was  largely  exploited.  Those  favoring 
purchase  sought  to  present  purchase  as  a  movement 
essentially  national  in  character,  and  thus  they  sought 
to  bring  discredit  upon  their  opponents. 

In  a  w^ord,  the  campaign  for  and  against  the  purchase 
of  the  railways  was  one  of  the  most  violent  which  has 
been  experienced  in  Switzerland  for  a  long  time. 
During  the  months  of  January  and  February  public 
opinion  occupied  itself  wath  no  other  question.  Numer- 
ous popular  meetings  took  place  in  all  the  cantons.  A 
great  many  pamphlets  were  published  and  distributed 
gratuitously  to  the  people.^  Newspaper  discussions  be- 
came very  active.  Rarely  has  any  question  aroused 
passionate  public  opinion  to  the  extent  that  this  question 
of  purchase  of  the  railways  has  done. 

The  vote  was  taken  on  the  20th  of  February.  It 
called  out  an  unusual  number  of  voters.  Out  of  734,000 
citizens  having  the  right  to  vote,  570,000,  in  round  num- 
bers, exercised  that  right.  This  is  the  largest  propor- 
tion of  votes  ever  cast.  The  purchase  law  was  accepted 
by  a  majority  of  over  200,000,  the  votes  standing  386,634 
for  to  182,718  against. 

The    votes    were    distributed    as    follows   among  the 

several   cantons : 

^  Among  other  pamphlets  may  be  mentioned  those  written  by 
Messrs.  Droz  and  Steiger,  one  by  M.  Tallichet,  director  of  the 
Bibliotheque  universelle,  entitled,  "  Ive  peuple  Suisse,  doit-il  rachete's 
ces  chemins  de  fer?"     Bibl.  du  MusSe  Sociale,  t°.  n.  84^6. 
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Zurich 

Berne  

Lucerne 

Uri 

Schwytz 

Obwald 

Nidwald 

Glaris 

Zoug 

Fribourg 

Soleure 

Bale-Ville 

Bale-Cainpagne 

Schaff  house 

Appenzell  ( Rhodes  Exler 
Appenzell  (Rhodes  Inter  J 

St.  Gall 

Orisons 

Argovie 

Thurgovie 

Tessin 

Vaud 

Valais 

Neuchatel 

Geneve 

Total 


69,859 

74,287 

14,799 
1,130 
3,204 
941 
1,160 
5,384 
2,557 
6.785 

12,976 

9,498 
8,972 
5,012 
8,646 

813 
38.091 
11,123 

33.759 
18,588 
11,909 
25,915 
5,150 

9,473 
6,603 


13,893 
20,019 

12,351 
2,906 

5,331 
2,016 

1,159 
699 

1,593 
17,560 

4,173 
3,364 
1,317 
2,427 
1,294 
1,705 
7,736 

7,979 
7,261 
2,179 
6,970 
22,955 
17,737 
9,856 
8,238 


386,634 


182,718 


This  overwhelming  majority  on  the  20th  of  February 
in  favor  of  the  purchase  was  a  general  surprise,  as  well 
for  the  victors  as  for  the  defeated.  On  either  side  there 
had  been  anticipated  a  plurality  of  not  more  than 
50,000  to  80,000  votes,  at  the  most,  and  although  ap- 
pearances seemed  to  favor  acceptation  of  the  law  after 
the  vote  taken  in  the  Assembly,  many  well  informed 
persons  on  the  eve  of  election  believed  the  law  would  be 
rejected. 

The  Swiss  people  once  more  have  baffled  all  con- 
jectures.    The  year  previous,  on  the  28th  of  February, 
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1897,  thev  had  given  a  majority  of  60,000  against  a  state 
banking  law  snbniitted  by  the  same  parties  which  sub- 
mitted the  railway  purchase  act.  Has  public  opinion 
revised  its  judgment  given  at  that  time,  and  has 
it  now  wished  to  express  its  allegiance  to  the  principle 
of  state  socialism  which  it  rejected  a  year  ago  in  one  of 
its  declarations?  One  may  not  infer  this  absolutely. 
The  motives  determining  its  vote  appear  somewhat 
different  in  character.  The  majority  of  the  voters  have 
evidently  considered  railways  to  belong  to  the  public 
service  in  the  same  way  as  posts,  telegraphs,  etc.,  etc., 
and  they  have  wished  to  eliminate  private  influences  in 
the  belief  that  private  companies  sought  only,  in  the 
service  which  they  gave,  a  source  of  profit.  The  desire 
to  free  the  management  of  railways  from  foreign  influ- 
ence also  certainly  played  a  great  part  in  this  vote ;  and 
the  great  mass  of  the  voters  especially  believed  the 
promises  widely  made  by  persons  in  authority,  magis- 
trates and  deputies,  would,  in  event  of  approval  of  the 
purchase  act,  be  fulfilled.  They  have  believed  in 
reduction  of  the  rates,  improvement  of  service,  and  all 
sorts  of  transportation  facilities.  Finally,  the  railway 
officials  voted  in  great  majority  for  purchase,  and  under 
the  leadership  of  M.  Sourbeck  conducted  an  active  pro- 
paganda in  its  favor,  persuaded  that  their  condition 
would  be  ameliorated  if  they  passed  from  the  service  of 
private  companies  into  that  of  the  federal  government. 
In  a  preceding  number^  it  has  been  pointed  out  that  the 

'  Serie  B.     Circulaire  ti^  8,     La  greve  des  employees  de  chemin  de 
fer  en  Suisse,  iSg6-gj. 
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federal  authorities  have  always  shown  themselves  favor- 
ably disposed  in  considering  demands  made  by  em- 
ployees against  the  private  companies.  Railway  em- 
ployees have  inferred  that  they  ought  to  vote  in  favor 
of  purchase  without  asking  themselves  whether  or 
not  they  have  anything  to  lose  in  case  the  state,  now 
their  ally,  shall  become  their  master. 

By  the  vote  of  February  20th  last,  the  vSwiss  people 
rendered  a  decision  of  great  importance,  and  a  decision 
which  must  inevitably  react  throughout  the  political, 
economic,  and  social  life  of  the  country.  It  remains  for 
the  federal  authorities  to  put  the  law  into  effect.  On 
the  2 2d  of  February  the  Federal  Council  resumes  the 
franchise  rights  of  a  portion  of  the  lines  of  the  Nord- 
Est.  Other  lines  follow.  If  the  purchase  is  executed 
successively  according  to  the  terms  of  the  several  fran- 
chises, the  federal  government,  in  1903,  will  have  come 
into  possession  of  the  systems  of  \\\q,  Jiira—Siinplon.^  the 
Centrale^  the  N'ord-Est  and  the  Union  Snisse^  and  by 
1909  into  the  possession  of  the  Got  hard.  For  the  pur- 
chase of  the  Gothard  rd,i\w2iy .,  negotiations  must  be  made 
with  Germany  and  Italy,  which  furnished  important  sub- 
sidies for  the  construction  of  that  line.  For  the  rest,  it 
is  possible  that  the  federal  government  may  come  into 
the  possession  of  the  railway  systems  before  1903,  if  it 
decides  to  treat  with  the  companies  by  effecting  special 
mutual  agreements,  authorized  under  the  law.  In  the 
absence  of  such  agreements,  and  in  event  of  any  dis- 
agreements with  the  companies  upon  purchase  valua- 
tions, the  Federal  Court  will  be  appealed  to  to  determine 
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questions  relative  to  the  calculation  of  indemnity  to  be 
paid  shareholders. 

The  experiment  which  Switzerland  is  about  to  under- 
take cannot  fail  to  be  a  very  instructive  one.  It  will  be 
interesting  to  see  what  measures  the  federal  government 
will  take  in  effecting  the  purchase  of  the  railways,  in 
procuring  the  necessary  funds,  and  in  operating  the 
roads.  It  will  be  especially  interesting  to  see  whether 
or  not  the  state  will  be  able  to  keep  the  promises  which 
have  been  made  in  its  name ;  and  to  compare  private 
operation  under  state  control  with  direct  operation  by 
the  state  in  a  democracy  such  as  Switzerland. 


0 


HB     American  Economic  Association 

1         Economic  Studies 

A53 

V.3 


PLEASE  DO  NOT  REMOVE 
CARDS  OR  SLIPS  FROM  THIS  POCKET 

UNIVERSITY  OF  TORONTO  LIBRARY 


